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INTRODUCTION

A. Background of Transfer of Technology Legislation
Since the Argentine government enacted Law 19.231 in 1971,
transfer of technology has occupied a prominent position in the attention of Argentine legislators, economists and businessmen. The regulation of technology imports affects one of the cornerstones of the
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Argentine economy' and since 1971, each major change in Argentine
economic policy has entailed the enactment of a new set of transfer of
technology statutes. Law 19:231 was followed in 1974 by Law 20.794.
While the 1971 law embodied a change from a situation of no control
over imports of technology to a legal framework under which such imports were screened by a special authority, the 1974 law was devised to
strengthen substantially the screening procedure as well as to limit the
rights of foreign lcensors 2 and transferors far beyond the limitations
imposed by other existing Latin American transfer of technology statutes.
The result of the enactment of the 1971 law and, to a much larger
extent, of the 1974 law, was that the transfer of foreign technology into
Argentina came to nearly a complete halt.3 This result, along with a
shift in economic policy towards encouraging foreign trade and investment, led to the enactment of Law 21.617, with the consequent repeal
of Law 20.794, on August 12, 1977. Law 21.617 and Decree 1885/78,1
which implements and explains the law, will be the subject of this analysis and commentary.
B. Summary of the 1977 Law
Law 21.617 provides a procedure for the registration of license and
transfer of technology agreements between foreign transferors and licensors and Argentine transferees and licensees. Agreements within
the limits provided by the law, which remain unregistered, are null and
void5 and do not authorize the transfer of royalties or other payments
abroad.6
Law 21.617 is divided into eleven chapters. The first two chapters
determine which agreements and other juristic acts 7are subject to the
law, which agreements are expressly excepted from its regime entirely
1. See Law 21.617 (Argen. 1977) Official Commentary [hereinafter cited as Commentary], at 2.
2. The terms "licenses," "licensees" and "licensors" will be used only when rights derived from patents or trademarks are involved, unless otherwise stated in the text.
3. See Commentary, supra note 1,at 2. See also Ancarola, Transferencla de Teciologia: Hacia una Politica Mix Realsta, SISTEMA DE ACTUALIZACION EMPRESARIA 117
(1978).
4. Decree 1885/78 (Argen. 1978), enacted on August 15, 1978.
5. Law 21.617, art. 24 (Argen. 1977).
6. Law 21.617, art. 25 (Argen. 1977).
7. The expression 'Juristic acts" is used as a translation of the Spanish "actos
juridicos" for which there is no other precise English equivalent. "Actosjurldicos" are voluntary acts whose purpose is to create, modify, transfer, conserve or finish legal relations or
rights (ARGEN. CIV. CODE, art. 944). Hence, not only contracts are included in this category,
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and which agreements are merely excepted from the registration obligation or screening procedures. Chapter Three, entitled "Prior Examination and Compulsory Clauses," expressly states the rule that the
"implementing authority"will examine all the juristic acts subject to
the law which are not exempt from preliminary screening by the provisions included in the second chapter of the statute. This chapter also
includes a list of provisions which must be included in all transfer of
technology agreements if they are to be approved after screening.
The fourth chapter of the law is an innovation in Argentine transfer of technology legislation. This chapter lists provisions which are
impliedly included in technology agreements subject to the law, unless
the authority provides to the contrary in specific cases.
The relationship between foreign licensors and their local Argentine subsidiaries is given special treatment under chapter 5. The special
treatment is based upon the principle that transactions between such
firms should be given legal effect when their conditions are substantially similar to those that would exist between parties dealing at arm's
length.
The Argentine legislation, like other Latin American statutes, includes in chapter 6 of the law a long list of clauses and conditions
which if found in a transfer of technology agreement may lead to the
rejection of the registration application by the authority. Payment and
duration conditions are given special treatment in chapter 7. The last
four chapters of the law explain the organization of the implementing
authority and the registration procedure, and the effects of registered
and unregistered acts. Special provision is made for the transition from
the previous laws to the new legislation in chapter 11. The regulatory
decree9 closely follows the structure of the law, focusing on its procedural aspects.
C. The Relation of Law 21.617 to Argentine Foreign Investment
and Currency Control Legislation
It is clear from the legislative history that transfer of technology
statutes have always been closely related to foreign investment statutes.
The 1971 law was a contemporary of Law 19.151 on foreign investments, and the 1974 law was closely related to Law 20.557, also on
but also unilateral statements or declarations and other unilateral acts such as payments,
waivers, etc.
8. The "implementing authority" (Xutoridadde plcacin) is the Technical Undersecretary of the State Secretariat for Industrial Development, according to Article 14 of the law.
9. Decree 1885/78 (Argen. 1978).
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foreign investments. It is not surprising, therefore, that the enactment
of the 1977 law paralleled the approval of a new foreign investment
statute, Law 21.382 of August 13, 1976.10
There are two basic reasons for this close relationship between
transfer of technology and foreign investment statutes. Firstly, a substantial change in the government's policy towards foreign business
and trade necessarily results in a total updating of the different statutes
in such fields. Secondly, and more important to a legal analysis, the
nature of the transactions regulated by transfer of technology and foreign investment statutes is such that one statute cannot be amended to
a significant extent without creating an inconsistency in the other. This
situation is reflected in the numerous cross references found in the law
on. transfer of technology" to Law 21.382 on foreign investments 12 and
in other relations which, though not included in the texts of the stat3
utes, are noted by the implementing authorities.'
The transfer of technology statutes should also be seen as part of
the complex body of rules regulating foreign currency transactions,
The law, as with Argentine foreign investment statutes,' 4 has been devised to function both within an exchange control scheme and within
periods of no restriction on foreign exchange transactions.' 5 Originally, one of the main purposes of the transfer of technology legislation, both in Argentinal 6 and in other Latin American 7 countries, was
10. See Studwell & Cabanellas, The New Argentine ForeignInvestment Law- An Analysis and Commentary, 1 HASTINGS INT'L & COMp. L. REV. 37 (1978) [hereinafter cited as
Studwell & Cabanellas].
11. Law 21.617, art. 12 (Argen. 1977).
12. Law 21.382, arts. 3 and 20 (Argen. 1978). See also Decree 283/77, art. 39 (Argen.
1977) (regulating Law 21.382).
13. For example, the 1977 law does not define domicile, presumably on the assumption
that the definition included in Law 21.382 on foreign investments may be applied to transfer
of technology relations. See text accompanying notes 74-75, infra.
14. See Studwell & Cabanellas, supra note 10, at 40.
15. E. O'FARRELL, TRANSFERENCIA DE TECNOLOGIA 90-91 (1978) [hereinafter cited as
O'FARRELL). The validity of Law 21.617 in periods of exchange control as well as in periods
of free transferability of foreign currencies results from the text of the law, particularly from
the rules which require the registration of contracts in which no payment to foreign licensors
is provided. See Law 21.617, arts. 1, 3, 25 (Argen. 1977).
16. The first Argentine transfer of technology statute, Law 19.231, was enacted as part
of a broad exchange control scheme. It was only applicable when payments were made to
persons or entities domiciled abroad. See Law 19.231, art. 2 (Argen. 1971).
17.- The first Latin American rules applicable to international transfers of technology
were included in an exchange control statute, Colombian Decree 444/67 (Colom. 1967).
Even before the enactment of the statute, exchange control authorities applied different sorts
of screening procedures to transfer of technology transactions, based on the broad provisions
of exchange control statutes.
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to close possible gaps in exchange control schemes. Today, it is clearly
established that transfer of technology rules have a valid purpose besides regulating the outflow of royalties.' 8 It should, nevertheless, be
noted that Argentina still has an exchange control system' 9 in which

the law plays an important part, 20 and that the currency control function of the transfer of technology legislation may be given significant
2
weight by the authority in the registration decision. '
D. Other Latin American Statutes Compared
Most Latin American countries have enacted some form of legislation regulating technology import transactions. 2 It is interesting to
note that the first comprehensive transfer of technology statute in the
area was the Argentine 1971 law which had a significant influence on
the other Latin American statutes.3 In turn, the legislation enacted in
other Latin American countries after the 1971 law influenced the Argentine 1974 law24 and, to a lesser extent, the Argentine 1977 law.'
A general comparison of the law with other Latin American stat18. See O'FARRELL, supra note 15, at 90-91; Correa, La Lagislecin Argentina sabre
Transferencia de Tecnologia del Exterior, 7 JURIDICA, ANUARIO DEL DEPARTMENro DE
DERECHO DE LA UNIVERSIDAD IBEROAMERICANA 313 (1975) [hereinafter cited as Correa].
The relative independence between transfer of technology statutes and exchange control
schemes is clearly illustrated by the Venezuelan legislation, which incorporates the Andean
Pact's rules on technology even though Venezuela has no exchange control system. See
Venezuelan Decrees 63/74 (1974) and 746/75 (1975).
19. The exchange control system would result from the complex body of rules enacted
by the Argentine Central Bank and other authorities, regulating transactions with foreign
currencies. It should be mentioned, however, that the practical extent of foreign exchange
restrictions is nowadays very small, especially due to the very comfortable hard currency
reserve situation.
20. It is practically impossible to enforce an exchange control scheme without some
form of screening procedure applicable to royalty payments. Law 21.617 and its regulatory
decree include the provisions necessary to connect the screening procedure they provide
with the exchange control mechanisms. See Law 21.617, arts. 24-25 (Argen. 1971); Decree
1885/78, arL 17 (Argen. 1978).
21. Emphasis on the exchange control function of transfer of technology statutes varies
according to the policy of the Central Bank, which in turn is a consequence of the foreign
exchange situation of the country.
22. The principal Latin American transfer of technology statutes have been collected in
INSTTUTO PARA LA INTEGRACION DE AMERICA LATINA & BANCO INTERAMERICANO DE
DESARROLLO, REGIMEN DE LA TRANSFERENCIA DE TECNOLOGIA EN LOS PAISES DE

AMERICA LATINA (1977, permanently updated).

23. Regarding the Mexican transfer of technology legislation, see Soberanis, Aspectos
Legales delProcesode Transferenciade Tecnologia en Mexico, 24 RvsmTA DE LA FACULTAD
DE DERECHO DE MEXICO 14 (1974).
24. Decision 24 of the Cartagena Agreement Commission was particularly influential
on the drafters of Law 20.794 (Argen. 1974). See J. C. BRUZZON, RADICACIONES DE
CAPITALES EXTRANJEROS, 125-28 (1974).
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utes shows that the Argentine rules are relatively more detailed and
flexible. This undoubtedly is due to the fact that the 1977 Argentine
law is based upon the practical experience of Argentine and foreign
authorities. Thus, for example, the restrictions included in Article 21 of
Decision 24 of the Cartegena Agreement Commission on royalty payments between a foreign firm and its local subsidiary are dealt with in
more detail by Article 9 of the law which allows for the possibility of
royalty remittances if the transaction accords with normal business
practices between independent parties. The exceptions to the registration requirement provided in the Mexican transfer of technology statute 26 become part of a relatively complex Argentine system in which
some transactions are excluded from the law itself, others are excepted
from the registration requirements, and others are registered automatically without undergoing the previous screening procedure.27
In most Latin American countries the enactment of statutes regulating the importation of technology practically halted the inflow of
technology into the countries. 28 The 1977 law is clearly part of a new
trend towards a more balanced treatment of foreign technology imports. This trend, which in some countries is seen only in the attitude
of the acting authorities, has resulted in other countries enacting new
legislation.29
Latin American transfer of technology regulations have been perceived as a form of antitrust legislation, limited to certain transactions.30 The Argentine legislation, however, is almost independent of
antitrust law. This independence is derived not only from the text of
the law and the Official Commentary but also from the fact that the
antitrust efforts of Argentine authorities have been channeled through
specific legislation."' The Argentine statute shares with other Latin
American laws the common characteristic of being an instrument
designed to improve the negotiating ability of the local parties.32 The
economic and social benefit derived from this function appears to be
25. The Mexican statutes and practice appear to have a clear influence on the new Argentine law. See O'FARRELL, supra note 15, at 14, 15, 35, 45.
26. See Mexican Transfer of Technology Law, art. 9 (Mex. 1972).
27. See Law 21.617, arts. 4, 5, 6 (Argen. 1977).
28. See O'FARRELL, supra note 15, at 13-15.
29. Chilean Central Bank resolution 2416.
30. See Ebb, Transfers of Foreign Technology in La/in America: The Bir/h of An/inrust
Law?, 43 FORDHAM L. REv. 719 (1975).
31. Law 12.906 (Argen. 1945).
32. See O'FARRELL, supra note 15, at 15.
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one of the principal justifications for this type of statute.33
II. ANALYSIS OF THE LAW
A.

Subject Matter of the Law

Article I of Law 21.617 defines the transactions subject to its provisions as all juristic acts by means of which natural or legal persons
domiciled abroad assign or license rights to technology or trademarks
to persons domiciled in Argentina. These transactions must be recorded in a special registry.34 The definition provided in Article 1 has
three essential elements: 1) a certain juristic act; 2) a specific subject
matter; and 3) parties fulfilling special conditions. These elements are
analyzed below.
1. JuristicActs Subject to the Law. The new Argentine legislation, unlike other statutes, expressly requires that all juristic acts satisfying the above definition must be entered in the registry.3" The
registration requirement applies to transactions in which no payment is
made by the local party.36 It does not require a contract between the
parties but only a declaration by the foreign party that he will perform
acts covered by Law 21.617.
The scope of Article I of the law includes acts in which the technological performances are subject to conditions subsequent or precedent.38 These transactions need not be in written form3 9 although it is
33. See Ebb, supra note 30, at 728, 729 app.
34. The National Registry of License and Transfer of Technology Agreements created
by Law 19.231 (Argen. 1971), and ratified by Law 20.794 (Argen. 1974).
35. Under Law 19.231, art. 2 (Argen. 1971) only acts where obligations towards the
foreign party were undertaken by Argentine persons were subject to the registration requirement. Decision 24 of the Cartagena Agreement Commission, art. 18, only refers to contracts. Some legislation follows an unclear position, sometimes mentioning contracts, and
other times, all types ofjuristic acts, probably on the assumption that contracts are the only
transactions with material significance for the transfer of technology legislation. See Decree
63/74 (Venez. 1974).
36. The Official Commentary to Law 21.617 states that the object of including gratuitons transactions under the rules of the law is to obtain full knowledge of all transactions of
a technological nature and to give greater assurance to the local recipient of technology of
his rights under such transactions in the event of possible violations by third parties.
Though not mentioned in the Commentary, it is clear that the enactment of a registration
requirement for gratuitous transfers of technology is also devised to prevent frauds against
the purposes of the law. Without such requirement the parties could pay for the technology
in advance and thereafter enter an enforceable though partially unregistered agreement regarding such technology.
37. See Correa, supra note 18, at 317.
38. This follows from the wording of Article 1, which states that acts having as their

Hastings Int'l and Comparative Law Review

[Vol, 3

advisable that some kind of written statement be prepared by the parties for registration purposes.4°
2. Subject Matter ofActs Includedin the Law. In order to be subject to Law 21.617, the principal or accessory object of a transaction
must be the transfer, assignment or license of technology or a trademark.4 ' Under this rule it is immaterial whether the transaction is part
of a wider scheme; it is subject in all cases to the requirements of the
law. Uncertainty remains as to what extent elements of a transaction
related to the acts subject to the law should also be presented to the
authority, even though they do not fall under the auspices of the law.
Such elements, not being directly subject to the law, should not be
affected by the law's requirements. Nevertheless, it is clear from the
statute as a whole that its regulatory scheme is not that simple. For
example, Article 10(h) of the law provides that the authority may deny
the registration of transactions that impose on the local party the obligation to acquire raw materials, intermediate products, or capital goods
from a specified origin or source of supply. Since this obligation does
not directly involve technology or trademarks, the parties could easily
avoid the effects of Article 10(h) by including the tying provision in a
different instrument. It is very unlikely, however, that any authority
would approve this circumvention of the law's procedure. Both the instrument including the provisions specifically included in Article 1 of
the law, and the separate transaction including the tying arrangement,
would be declared void if for any reason (such as judicial enforcement)
the complete scheme were to fall under the examination of a public
officer.
Other cases, however, are not as clear as the one described above.
Parties may enter a transfer of the technology agreement and simultaneously a sales contract of a much wider scope and importance, only
marginally connected with such technology.42 Should the second contract also be registered? In that event, would all of the provisions of the
law apply to the second contract? It is difficult to give a clear answer to
"principal or accessory object" the transfer of technology or trademarks are subject to the
law. Under civil law principles a conditional obligation may be the object of a contract or of
other transactions. See, e.g., ARGEN. CIv. CODE, art. 1173.
39. See Law 21.617, art. 5(b) (Argen. 1977), Decree, 1885/78, art. l(e) (Argen. 1978).
40. See Law 21.617, art. 17(a) (Argen. 1977).
41. Law 21.617, art. I (Argen. 1977).
42. For instance, consider the case of an agreement for the sale of goods manufactured
with machinery, technology for whose construction has been supplied by the buyer of the
goods.
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these questions. The statutes, the courts and authors have remained
silent concerning this matter. A plausible test for requiring registration
would be whether the accessory transactions would naturally be included in transfer of technology or trademark transactions and whether
they concern matters restricted by the provisions of Article 10 of the
law.
Neither the law nor the decree define technology or trademarks. It
is clear, however, that when a transaction involves industrial property
rights it may be subject to the provisions of the law 4 3 The principal
area of uncertainty in this field is transactions involving unpatented
information. Obviously, not all of this information has to be registered
because the authority would be flooded with countless transactions in
which information of a non-technological character is involved.
A possible test for requiring registration of unpatented information would be to distinguish between information which has technological value per se from knowledge which has no such value. For
example, a contract whereby a foreign party agrees to teach local persons to operate airplanes would not be subject to the law, since the
technique of operating airplanes does not have technological value per
se, ie., it is not isolated from the person possessing such techniques,
and could not be protected as secret information or know-how. Similarly, a contract providing that a foreign party shall supply information
about facts and not about techniques, le., the daily quotations in a
foreign stock exchange, would not fall within the limits of Article 1 of
the law.
The Official Commentary to the law distinguishes between technology incorporated into machinery or equipment and unincorporated
technology. The former is not subject to the law's provisions. This exclusion applies particularly to sales and leases of equipment.
Under previous Argentine statutes, it was not clear whether assignments of patents or trademarks were subject to the registration requirement.44 The present law includes such assignments in its rules,
imposing the registration duty on "transfers, assignments and licenses
of technology or trademarks. 45 Clearly, the name given by the parties
43. See Law 21.617, art. 2(a) (Argen. 1977).
44. Article 2(b) of Law 19.231, for instance, included the "license for the use and exploitation of patents," apparently excluding patent assignments. Neither was the legal treatment of such assignments clear under Law 20.794, since its Article 3(a) did not include such
assignments even though they could fall under the broad definition in Article I of the same
law. See O'FARRELL, supra note 15, at 19.
45. Law 21.617, art. 1 (Argen. 1977).
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to the transaction does not alter the compulsory registration requirement.46 The words "transfers, assignment and licenses" should be liberally construed to include all transactions in technology or
trademarks47 such as exchanges of industrial property rights, contributions to corporations, 48 and transfers which are part of more complex
transactions.49
Article 2 of the law states the principal types of transactions generically described in Article 1, and provides that the listing of said types
does not exclude from the law other acts which fall under Article 1.
Section (a) of Article 2 states that the acquisition or purchase of rights
or the grant of licenses under patents, industrial designs and models,
trademarks or any other industrial property right that may be created
in the future is subject to Article 1 of the law. 0 The broad meaning of
"acquisition of rights" includes the partial or total assignment, lease or
conditional transfer of industrial property rights.5 '
Given the broad terms of Article 2(a) of the law, transactions
which in a sense are "thrust" upon a local person would theoretically
also be subject to the law's requirements. These transactions include
the inheritance by local parties of industrial property rights previously
46. This is a general civil law rule. See, e.g., ARGEN. CIV. CODE, art. 1326.
47. See O'FARRELL, supra note 15, at 18.
48. Contributions to corporations or other types of business associations arc expressly
dealt with by the law in Article 12. See text section II(G)(2), infra.
49. Thus, when a going concern, along with its patents or trademarks, is sold by a foreign person to a local resident or company, the transaction would clearly fall under Article I
of Law 21.617. This conclusion is not as easily reached when stock in a local company
owning patents or trademarks is sold. Under general civil law rules, since the company has
a separate legal existence, the transfer of stock would imply no transfer of industrial property rights, and therefore no such transaction would be subject to registration. The parties,
however, could conceivably use this mechanism to avoid the law's restrictions, :e., the foreign party would transfer his patents to a local corporation and then sell shares to a local
resident. If such an intent to avoid the law is detected the transaction would clearly be
declared invalid under Article 24 of Law 21.617. See text section II(I)(1), infra.
50. The purpose of Article 2 is not to modify Article 1 of the law, but to clarify its scope.
See O'FARRELL, supra note 15, at 19.
51. Neither the law nor the decree provide a definition of industrial property rights.
They have been defined as rights in intangible assets, granted by the State (M. POSADA,
GLOSARIO COMENTADO SOBRE POLITICA TECNOLOGICA, LA CIENCIA, TECNOLOOIA Y
DESARROLLO 121 (1977). Other authors define them by listing the possible industrial property rights, e.g., patents, trademarks, etc. (See G. CABANELLAS DE TORRES, 3 DICCIONARIO
DE DERECHO USUAL 408 (1976)). Moreno's definition should be modified to require that the

intangible assets be connected with industrial or commercial activities so as to exclude intangible assets such as copyrights or personal names which clearly are not part of industrial
property. A discussion of whether know-how or trade secrets create industrial property
rights is unnecessary because Article 2(b) clearly includes them under the registration requirement provided in Article 1.
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belonging to persons domiciled abroad and the acquisition of similar
rights due to the exercise of creditors' rights on a foreign person's assets.52 Even though these transfers logically fall within the scope of the
law, it is foreseeable that their approval, if requested, will be practically
automatic since their nature is clearly beyond the purpose of the law.
Section (b) of Article 2 states that "the supply of technical knowledge by means of the description of processes, formulae, specifications,
or other means, for the manufacture of products or the rendering of
services" are included in the provisions of Article 1. Under this broad
a
provision, unpatented technology is subject to the law. It need not be
53
trade secret or qualify as know-how for registration of its transfer.
By including all technology regardless of its industrial or other
quality, the law eliminates the problems which have arisen under other
legislation in connection with the obligation to record transfers of socalled "administrative technology," ie., know-how in the managerial
or marketing aspects of a certain business.- The Official Commentary
expressly subjects such technology to the law and stresses the advantages the country
may derive from technology not connected with man55
ufacturing.
The term "the supply of technical knowledge," used in Article 2
appears to include not only executory agreements or transactions, but
also transfers which are performed without any previous or subsequent
agreement between the parties. This conclusion is confirmed by the
Official Commentary and is consistent with the broad definition of acts
subject to Article 1 of the law. As mentioned above, 56 the registration
requirement as to executed transfers of knowledge should be restricted
to information having material technological significance.
Section (b) of Article 2 also makes clear that the physical channel
of information is immaterial in connection with the registration rules.
52. E.g., the execution sale of industrial property rights garnished by a local creditor.
53. See O'FARRELL, supra note 15, at 22.
54. Eg., Brazilian Normative Act 15 (Braz. 1975) includes only industrial technology
under its rules or that to be applied to the production of consumer goods or inputs of any
nature. Under Mexican law, however, it is clear that managerial assistance falls under the
rules of the transfer of technology provisions. See Soberanis, JusIf elandeunaPoliticaque
Restrinjael Uso de MarcasExtranjerasen Mxico, 1976 CoMMERcIo ExTERIOt 949. Under
the previous Argentine legislation the situation was not altogether clear, though the tendency was to consider that non-industrial technology was also subject to the registration
rules. See Correa, supra note 18, at 339.
55. See Commentary, supra note 1, at 2. It is also clear that technology connected with
non-industrial aspects of the production of goods (,.g., agriculture, fishing, etc.) is subject to
the law.
56. See text accompanying note 43, supra.
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Conceivably, information transmitted by telephone in the absence of a
written agreement providing the framework under which such information would.be provided, would be included in the aforementioned section and, therefore, in Article 1 of the law."
Technical consultations, assistance and services are included
under the law's provisions by Section (c) of Article 2. Given the broad
terms of Section (b) of the same article,5" it is difficult to conceive of a
transaction falling under Section (c) which would not also be a "supply
of technical knowledge." The drafters of the law probably took into
account the fact that technical consultation, assistance and services are
dealt with in practice as a separate type of transaction, distinguishable
from know-how transfers or licenses. The difference between these
transactions is that while the purpose of know-how transfers or licenses
is to transmit specific information to the buyer of technology. The purpose of a Section (c) transaction is to supply a variable technology to
satisfy a particular need of the transferee, 1e., information about a specific problem, future or present. In Section (c) transactions, the use of
the information is the object of the transaction, while the information
itself remains unspecified and may vary according to the needs of the
transferee.59 Finally, the supply of basic and detailed engineering is
made subject to the transfer of technology provisions by Article 2(d) of
the law. Since engineering is a form of technical knowledge, 60 the
transactions included in Section (d) of Article 2 are only a possible category within the limits set by Section (b) of the same Article.
Article 2 of the law describes all the transactions which may fall
57. See Law 21.617 (Argen. 1977), art. 5(b).
58. See text accompanying note 53, supra.
59. In some cases the distinction between both types of transactions may be practically
impossible; for example, when the transferor is bound to communicate his know-how in a
given technical field as required by the transferee's business. Theoretically, the transferor's
performance would only be determinable once the transferee's needs arise. But in practice
such needs may be so foreseeable at the time the contract is executed that the development
of new techniques by the transferor becomes the variable element. O'Farrell believes that
the difference between the transactions included in Sections (b) and (c) of Article 2 lies in the
form of performance of the transferor's obligations, which is of a continuous nature in the
second case varying according to the needs experienced during the term of the contract. He
adds, however, that the distinction is difficult to make. See 0' FARRELL, supra note 15, at
20.
60. Moreno describes "basic engineering" as the overall, undetailed design, which defines the principal characteristics of the object designed, whether the latter is an industrial
structure or process. He defines "detail engineering" as including the detailed design of each
part or component of the structure or equipment and its auxiliary elements, M. POSADA,
supra note 51, at 102. It is clear that in both cases technical knowledge is supplied, albeit
with specific purposes.
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within Article 1 of the same statute. Therefore, Article 2's warning that
it should not be read as an exclusive list of acts falling under Article 1 is
superfluous. 6 ' This follows from the fact that the transfer, assignment
or licensing of technology protected by industrial property rights or by
trademark is included in Section (a) of Article 2 and transfers, assignments or licenses of technology not protected by iqdustrial property
rights are covered by Sections (b), (c), and (d) of the same article.
Thus, the whole spectrum of logical possibilities under Article 1 is described in Article 2.
It is worthwhile to consider how the law deals with the possible
forms of transfer technology in the broad economic, rather than legal,
sense. UNCTAD's 62 list of possible mechanisms for the transfer of
technology is used for this purpose, as set out hereinbelow:
1) The circulation of books, periodical publications and other published information
are, by general consensus, excluded from the
63
law's provisions;
2) The movement of persons from one country to another or the
transfer of "incorporated technology," though enormously important, from a negative as well as from a positive point of view
for under-developed nations, is clearly not subject to the law;"
3) Teaching and professional training fall under the scope of the
law when they are included under Section (c) of Article 2,65 jn
when the techniques transferred
through the teaching or training
66
have a technological value;
4) Exchange of information and personnel within the framework of
technical cooperation programs does not modify the applicability of the law, 67
5) The employment of foreign experts and technical assistance
68
agreements fall under Section (c) of Article 2 of the law;
6) The importation of machinery and equipment and 69
connected information are excluded from the law's provisions;
7) License agreements or grants of rights regarding manufacturing
procedures, trademarks, patents, etc. are the main object of regulation by the legislation analysed in this paper,
61. See text accompanying note 50, supra.
62. UNCTAD, DIRECTRICES PAPA EL ESTUDIO DE LA TRANSMIS6N DE TECNOLOGfA A
LOS PAISES EN DESARROLLO 16 (1972).

63.
64.
65.
66.
67.
68.
69.

See Correa, supra note 18, at 319.
Id.
See text accompanying note 59, supra.
See text accompanying note 47, supra.
See Correa, supra note 18, at 319.
See text accompanying note 59, supra.
See Law 21.617, art. 5(a) (Argen. 1977); Commentary, supra note 1, at 2.
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8) Direct foreign investments are subject to the law when they include a transfer of technology which would be, if isolated from
70
the investment, included in Articles 1 or 2 of the statute
Otherwise, when foreign technology is imported into the country
together with foreign capital assets or managerial skills, the investment would only be subject to the foreign investments legislation and not to the transfer of technology rules. 7'
3. PartiesSubject to the Law. The last requirement for a transaction to be subject to the law is that the party transferring the technology
or trademarks be domiciled abroad and that the party receiving the
technology or trademarks be domiciled in Argentina. 7 2 The law expressly does not distinguish between legal or natural persons or between public or private persons.73 The essential factor is the parties'
domicile, yet neither the law nor the decree define "domicile". The
definition of domicile may be taken from Articles 89 and 90 of the Argentine Civil Code. The application of the Civil Code definition is justified for two reasons. First, the Civil Code's definitions of domicile are
generally applicable throughout the Argentine legal system. Second,
the foreign investments rules, which also define foreign investors subject to the rules on their domicile, 74 establish that domicile is determined by reference to Articles 89 and 90 of the Argentine Civil Code. 5
The need to maintain consistency between both statutes requires that
the same rule for domicile be adopted for transfer of technology purposes.
The law deals with transactions between two persons domiciled in
Argentina by providing an exception to the general rule mentioned
above,76 and deals with the possibility of an act meeting the requirements of the law but having no effect within the Argentine territory.
No provision is made for transactions between persons domiciled
abroad resulting in the use of technology or trademarks within Argen70. See Studwell & Cabanellas, supra note 10, at 49, 57.
71. See Law 21.382 (1976), art. 3; Decree 283-77 (1977), art. 39; Message of the Ministry
of Economy accompanying the Foreign Investments Bill, para. 3.
72. Law 21.617, art. 1 (Argen. 1977). The exceptions to this rule will be analyzed in text
section II(B), infra.
73. Law 21.617, art. 1 (Argen. 1977).
74. See Studwell & Cabanellas, supra note 10, at 47.
75. See Law 21.382, art. 2(5) (Argen. 1971). The basic rules are that the domicile of a
natural person is the place of his principal residence and the domicile of a legal entity is the
place where it is managed, unless the by-laws or charter provide otherwise. See AROEN.
CIv. CODE, arts. 89, 90(3).
76. See Law 21.617, art. 3 (Argen. 1977); text section II(B)(l), infra.
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tina.77 The possibility of such a transaction is, however, largely diminished by the Business Associations Law, 8 which requires that foreign
business associations acting continuously in the country should establish a domicile within Argentina. Thus, the problem of avoidance of
Law 21.617 is restricted to foreign companies which violate Article 118
of the Business Association Law 9 and to legal entities which perform

"isolated activities" within the country.

0

Foreign companies which vi-

olate the Business Associations Law by not establishing an Argentine

domicile are subject to sanctions,81 thus making it unnecessary to impose additional sanctions under Law 21.617. It is unnecessary to subject isolated activities to the law as they have limited effects within the

country

82

B. Exceptions to the General Rules on Registration
1. Transactions between Local Residentsfor the Transfer of Foreign Technology or Trademarks. Although one of the determinant fac83

tors for requiring registration is the foreign domicile of the parties

Article 3 provides that if both parties are domiciled in Argentina they
will be bound by the law's rules if foreign technology or trademarks are
transferred. This provision was drafted to prevent the following type of
transaction:84 A, a foreign resident owning certain technology enters

into a transfer contract with B, a local resident. Once the contract is
approved and registered, B transfers the technology to its users within
77. See Law 21.617, art. I (Argen. 1977); text Section II(B)(I), infra. O'Farrell opines
that transactions between persons domiciled abroad, which have some effect within the
country, are "within the spirit, though not within the text" of the law. O'FARRELL, supra
note 15, at 18.
78. See Law 19.550, art. 118(2) (Argen. 1972).
79. The transactions could be declared null and void under general civil law principles.
See ARGEN. CIV. CODE, art. 18.

80. See Law 19.550, art. 118, para. 2 (Argen. 1972).
81. See note 79, supra.
82. Cf. O'FARRELL, supra note 15, at 18.
83. See text section II(A)(3), upra.
84. See O'FARRELL, supra note 15, at 22. Article 3's provisions are relatively new, since
Article 2 of Law 20.794, which made certain acts between local residents subject to the registration obligation, did not have the same purpose. See Correa, supra note 18, at 320-21.
Most Latin American countries, the Andean Common Market members in particular, do not
use the domicile principle to distinguish between the transactions subject to registration.
Rather, they tend to adopt the "imported technology" principle whereby transactions on
imported technology or trademarks are subject to registration. See ANDEAN FORPMGN INVESTMENT CODE, art. 18. This would require that the origin of the technology in transactions between local parties be ascertained to determine the registration requirements. In
view of the impracticality of such an investigation, the "imported technology" rule becomes,
in practice, a domicile principle.
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the country, including in such transfers clauses prohibited by the law. 3

Even though the mechanism of Article 3 is sufficiently clear, it requires a close examination of the "foreign" technology or trademark
concept. 6 "Foreign" technology, in the case of patents or other industrial property rights including trademarks, is technology originally protected by rights belonging to a person domiciled abroadY7 Unpatented
technology would be classified as foreign when obtained through a
transfer of technology transaction with a foreign resident. 88 The law
prevents the uncertainty which would arise in transactions between local residents regarding the foreign or local nature of technology or
trademarks. If the foreign nature of the technology is not disclosed and
the technology transfer is therefore not registered, any damages to the
transferee as a result of non-registration are borne by the transferor.8 9
Damage to the transferee would be the effects resulting from the nullification of such an unregistered transaction 90 and they should bear upon
the party guilty of the non-disclosure. 9 ' The law is justified in not introducing any distinction between licenses and sublicenses and other
contracts between local parties covered by Article 3's provisions as the
same possibilities for fraud exist in sublicenses and successive contracts.9 2

2.

Transactionswith No Effect in the Country. As noted above,

85. This maneuver is particularly convenient in view of the practical freedom to make
foreign currency payments existing currently in Argentina. See note 14, supra.
86. The literal translation of the words used by Law 21.617 is "technology or trademarks originated abroad".
87. This definition is necessary to prevent the type of fraudulent transaction mentioned
above in this section. See text accompanying note 85, Supra.
88. Thus, technology originated abroad but acquired through research, training, direct
observation or any other method independent of the previous foreign owner of the knowhow would not be considered foreign technology. See O'FARRELL, supra note 15, at 23.
89. Law 21.617, art. 3, para. 2 (Argen. 1977).
90. See Law 21.617, art. 24 (Argen. 1977).
91. Thus, if A, a local resident, transfers technology to B, also a local resident, without
disclosing the origin of the technology, and then B transfers the technology to C, the party at
fault is A. C would recover against B and B against A, since Law 21.617 appears to require
privity of contract.
92. Cf. Otamendi, La Ley No. 21.617y las Trasferencias de Tecnologla, 5 DERECIO
EMPRESARIO 1 (1977) [hereinafter cited as Otamendi]. Otamendi is of the opinion that Article 3 creates legal uncertainty, since it is not clear when transactions between local parties
should be submitted to the authorities. Even though the concept of foreign technology or
trademarks is not clearly ascertained by Law 21.617 or Decree 1885/78, the same could be
said about other concepts such as technology, domicile, etc. Article 3 will not create substantial practical problems, in view of the nature of transfer of technology transactions,
which generally imply a high level of previous knowledge and trust between the parties; See
O'FARRELL, supra note 15, at 27.
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Article 1 excludes transfers of technology which have no effect in the
Argentine territory. 93 Since this exception applies to transactions in
which one of the parties is a local resident, the word "effects" must be
strictly construed. Otherwise any transaction entered into by a local
party, e.g., payment abroad of Argentine currency, could be deemed to
have some effect in Argentina. This position is confirmed by the Official Commentary which provides that the supply of technology transferred to a local party that is to be used abroad, either by its creator or
by third parties, is excluded from the law's regulations. Obviously, this
should be understood as applying to technology or trademarks to be
used only abroad. For example, the transfer to a local party of the
basic and detail engineering for the manufacture abroad of complex
equipment would be excepted from the law if the technology is not also
used for the manufacture of similar equipment in the country.94
3. Sales of Equoment Protected by Industrial Property Rights.
The use of certain equipment may be protected by industrial property
rights, particularly by patents on the equipment or its operation. The
use of the equipment by its buyer will therefore require an express or
implied license from the owner of the patent. Though the applicable
statutes do not expressly deal with this event, the Official Commentary
to the law points out that such licenses are not subject to the law even
when the purchase price of equipment manufactured abroad includes a
charge for the use of the patents that protect the operation of the equipment.95 According to the Commentary, such a transaction would not
be "an autonomous transfer of technology" 96 which is necessary to the
application of the law.
4. Military Secrets. Article 4(a) of Law 21.617 excludes from the statute's provisions transactions entered into by the Armed or Security
are
Forces or by agencies connected with national defense, when they
97
classified as military secrets by decree of the Executive Power.
93. See text section II(A), supra.
94. Commentary, supra note 1, at 2.
95. Id.
96. Id.

97. O'Farrell points out correctly that the tax treatment of these transactions is unclear.
The Income Tax Law's rule that only 40% of the royalties paid to foreign transferors of
technology is taxable income is applicable to transactions subject to the Transfer ofTechnology Law. It is not certain, however, whether O'Farrell's opinion is that royalties falling
under Article 4(a) of the law are 100% taxable or that more reasonably, the 40% rule is to be
extended to such royalties since there is no difference, for purposes of tax statutes, between
them and other royalties paid abroad. See O'FARRELL, supra note 15, at 24.
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5. Construction Contracts. The supply of technology to a contractor
by the owner of the construction or work9" is expressly excluded from
the law by Article 4(b). It is arguable that an express exemption of
such a transaction is unnecessary because instructions given by an owner do not result in a transfer by which the transferee has acquired any
property rights over the technology. 99 But instruction is as much a
transfer of technology as any other transfer, albeit with limited purposes. The fact that the rights over such technology are limited in time
and in purpose does not per se put the transaction outside the law's
provisions, as such limitations exist in almost all know-how licenses. In
this author's opinion, the fact that the transfer of technology is an accessory of a wider transaction does not place it outside the provisions of
the law if the transfer of technology, isolated from the larger transaction, comes within the provisions and would necessitate an express exemption.oo
6. Transfer of Copyrights. Transactions whereby the right to publish
materials protected by copyright is transferred are excluded from the
law by Section (c) of Article 4.10° The exception extends to the transfer
of the right to use a name, trademark or any other sign which identifies
the owner of the copyright and permits the control of publications or
reproductions. It is clear that transactions involving copyrights are per
se excluded from the law's provisions.10 2 The purpose of Article 4(c) is
to dispel doubts which had arisen under previous statutes regarding the
boundary between industrial property rights and copyrights and to exclude the transfer of the right to use tradenames or trademarks identifying the owner of the copyright from the law's provisions.'03 This last
exclusion has material significance since without it such transfers
98. "Locaci6n de obra" in the Spanish text.
99. See Commentary, supra note I, at 2; O'FARRELL, supra note 15, at 25,
100. See text section II(A)(2), supra.
101. Law 21.617 uses the words "Acts licensing the use or reproduction of copyrights
....
This clearly involves a misconception since the protected materials, and not the
copyright, are reproduced.
102. Law 21.617 refers to "derechos de propiedad intelectual [roughly equivalent to copyright] or other connected, kindred or similar rights". The last part of this phrase is so vague
that its limits may only be determined by comparing copyrights with industrial property
rights, the former being excluded and the latter included under Law 21.617. While a copyright is violated by any unauthorized copy of the materials protected, industrial property
rights protect the use of information or ideas or the use of certain names regardless of
whether such ideas or names are copied or published. In the case of trademarks the commercial or industrial use given to the signs protected by law distinguish them from copyrights.
103. While the first part of the provision is only a qualification of Article I of Law
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would fall within the limits set by Article 1 of the law."
The provisions of Section (c) are in response to a case decided
under the previous transfer of technology law, in which it was decided
that the trademarks protecting phonograms were subject to that law. 05
The exception as to trademarks or tradenames applies only to the extent that they are necessary for identification and control purposes.1°€
The Official Commentary to Article 4(c) of the law implies that
this section originated from the Convention for the Protection of Phonogram Producers Against the Unauthorized Reproduction of their
Phonograms, assented to by Argentina through Law 19.963 of November 23, 1972. It is difficult, however, to find direct support in the provisions of that convention for the exception provided as to trademarks
identifying phonograms or other materials by copyrights. Hence, Article 4(c) of the law should be interpreted as an exception provided for
unilaterally by the Argentine authorities.
7. Information Supplied Together with Machinery or Equipment. Article 5(a) of the law excludes the supply of drawings, catalogues or written information, acquired together with machinery or equipment from
the registration requirement provided by Article 1. Both this exception
and the one provided by Section (b) of Article 5 differ from those analyzed previously in this subchapter in that they only apply to registration procedures but do not exclude the transactions from the remaining
provisions of the law. Hence Article 8's rules on implied provisions 0 7
would be applicable.'0 I Article 10 expressly provides that the rules on
forbidden clauses are also applicable to such transactions. 09
The exception in Article 5(a) applies, if the following conditions
must be met: (1) the information should deal exclusively with the use
of the machinery or equipment with which it is received; (2) the
purchase of the information and equipment should be simultaneous;
and (3) the information should be in written form. It is clear that the
purpose of the law is not to permit the free purchase of any technology
connected with machinery purchased abroad but is to allow access to
the supply of information normally necessary for the use of the im21.617, the second is an exception to its provisions. See OFAR.ELL, .upra note 15, at 25;
Otamendi, supra note 92, at 5.
104. Id.
105. See Correa, supra note 18, at 339.
106. Cf Otamendi, supra note 92, at 5.
107. See text section II(D)(7)-(12), infra.
108. See O'FARRELL, supra note 15, at 2.
109. See text section 11(F), infra.
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ported equipment." 0 If after using such equipment, the buyer finds
that he needs additional information, the purchase of such know-how
would be an independent transaction not included under Article 5(a) of
the law. Furthermore, technical advice supplied by the seller's personnel is not included within the Article 5(a) exception.
The law does not include any requirements that the information
be free of charge."' If the information has a certain value the price of
the equipment will be increased accordingly. If the price of the information is itemized in the invoice for tax or other purposes, the itemiza-2
tion should not exclude the purchase from the Article 5(a) exception."
8. TransactionsFree of ChargeBetween Parent Firms and Their Subsidiaries. The transfer, assignment or licensing of technology between
a foreign parent and its local subsidiary as defined in Article 9 of the
law," 3 is excluded from the registration requirement, though not from
the other provisions of the law,' 1 4 when it is 1) free of charge, 2) does
not involve basic or detail engineering and 3) is not provided for by
in Article 5(b) is an innovation of
contract. '5 This exception contained
6
the new Argentine legislation.'
The Official Commentary offers a number of reasons which support the exception." 7 First, the provision makes the execution and registration of additional documents unnecessary, thus lessening the
burden on the authority. It would be practically impossible for the
authority to successfully require registration of unwritten transactions" without indulging in overwhelming controls which could seriously hamper the activities of local subsidiaries.
Second, the provision eliminates uncertainty as to when the law
will be applied by recognizing the informal contacts between related
companies which involve the supply of information by telephone, telex,
etc., without charge and without written documentation supporting the
110. See Commentary, supra note 1, at 3.
111. Cf. Otamendi, supra note 92, at 4. This author believes that the intention of Law
21.617 is that the information provided under Article 5(a) be free of charge.
112. See Commentary, supra note 1, at 3.
113. See text section II(E)(1), infra.
114. See text accompanying notes 107-109, supra.
115. Law 21.617, art. 5(b) (Argen. 1977).
116. Article 5(b)'s provisions should be distinguished from Article 21 of the Andean Foreign Investment Code which prohibits the payment of royalties by local subsidiaries to their
foreign parents. Such transactions, which must be registered, are gratuitous due to the
Code's rules, regardless of the parties' decision.
117. See Commentary, supra note I, at 3.
118. See text accompanying notes 124-25, infra.
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transfer of technology implied in such relations'1 9 for unregistered
transfer of technology transactions. The parties could protect themselves by entering into and registering a contract providing for a continuous flow of informal advice between the companies but no public
interest would be advanced by putting into writing a relationship which
naturally exists between most parent and subsidiary companies.
Third, the registration of such transactions would often lead to the
parties entering into contracts with payments included, which otherwise would have been free of charge. Given the different tax rates ap20 this would be
plicable to profit remittances and royalty payments'
12
1
viewpoint.
disadvantageous from a public finance
It should be understood that a technology transfer that is "free of
charge" only disallows royalty payments or other forms of consideration directly attached to the technology. There is a form of payment in
all transactions since the parent company receives through its dividends
what it does not get directly from its subsidiary, but if this form of
"payment" were treated as a "charge", Article 5(b) would never be applied.
The condition that the information supplied be other than basic or
detail engineering exists because basic or detail engineering is always of
such economic relevance that the authority requires information on all
transactions providing for its transfer. This reason is supported by the
fact that Article 6(d) of the law grants automatic registration to free of
charge transfers of engineering between connected enterprises.'2 It is
difficult to distinguish engineering from other types of information in
an abstract definition.'3 This remains an academic difficulty because
in practice the distinction has not created substantial problems.
According to the Official Commentary to Article 5 regarding the
informal nature of the transactions included under Section (b),' 24 the
existence of some written evidence of the agreement should not violate
the lack of contract condition. As long as no specific document has
been executed spelling out the conditions of future transfers of technology, the condition will be satisfied.12 5
119. See text section IH(I), infra.
120. See O'FARRELL, supra note 15, at 48.
121. In a sense, the parties who transfer technology free of charge under Article 5(b)s
exception are paying a tax premium for the nonregistration of their transactions.
122. See text section II(C)(4), infra. See also Commentary, supra note 1, at 3.
123. See note 60, supra.
124. See text accompanying note 119, supra.
125. Article 5(b) does not distinguish between executed and executory agreements. Nev-
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Transactions Automatically Registered under Article 6

Article 6 of the law provides for an automatic registration procedure devised to simplify the duties of the registry and to enable the
parties to enjoy the benefits of registration, particularly the right to
make payments abroad for the technology or trademarks covered,
without prior screening. The reason behind the inclusion of certain
acts under Article 6 appears to lie either in their gratuitous nature 26 or
in the fact that they must become effective sooner than the registry's
normal screening procedure would allow.' 2 7

The provision of an automatic registration procedure was directly
inspired by the Mexican Transfer of Technology Law.' 28 The Argen-

tine statute differs, however, from the Mexican statute in that the latter
excludes the transactions described in its Article 9 from all registration
procedures. The Argentine rules foresee a special procedure but still
require registration. 29 The transactions which allow automatic registration are discussed below.
1. Entry of Foreign Technicians. Agreements or other transac-

tions which provide for the entrance of foreign technicians need not be
registered if two conditions are met. 30 First, the entering technicians
13
must be domiciled abroad.

Second, the technicians' activities must be related to repairs or to
the installation or start up of factories or machinery. 32 If the techniertheless, its provisions are more suited to the former than to the latter. See text accompanying note 119, supra.
126. See Law 21.617, art. 6, §§ (c), (d) (Argen. 1977). Transfers free of charge arc either
of small significance or highly unlikely to affect the public interests protected by Article 10
of the law.
127. See Commentary, supra note 1, at 3. See also Otamendi, supra note 92, at 4; Crcspo, La Inscrocion Automtica en la Ley de Transferencia de Tecntologla, 137 LA LEY 2
(1978).
128. See Commentary, supra note 1, at 3.
129. The list of transactions included in Article 9 of the Mexican statute differs from that
included in Article 6 of the Argentine law. The Mexican statute waives the registration
requirement as to special training programs and as to empresas maquiladoras (le., enterprises which manufacture foreign inputs for reexportation. See Soberanis, supra note 23, at
25.) which are not listed in Article 6 of the Argentine law. Gratuitous transactions on trademarks, excluded from screening under the Argentine rules, are not listed in Article 9 of the
Mexican statute.
130. Law 21.617, art. 6(a) (Argen. 1977).
131. See Law 21.617, art. I; the nationality of the technicians should be disregarded,
entry from abroad being the only requirement.
132. Law 21.617, art. 6(a). The urgency associated with automatic registration is especially acute in these cases. See Otamendi, supra note 92, at 4. This author points out that
the urgency to bring foreign technicians is such that even the procedure for automatic regis-
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cian's chores extend to other areas besides those mentioned in Article
6(a) the whole transaction would be subject to the normal registration
procedure unless33 it is possible to sever one aspect of the transaction
from the other.1
The fact that a technician enters Argentina for a purpose other
than to perform repairs or installation and thereafter performs such
acts does not invoke a registration requirement. The provision analyzed herein is not intended to prevent or limit the activities of foreign
technicians, but rather to promote them. 34
2. TechnicalAssistancefor Repairs or Emergencies. Article 6(b)
extends the benefits of the automatic registration procedure to all cases
of technical assistance for repairs or emergencies. This includes all
forms of technical assistance, such as the supply of written information
or secret know-how, and is not limited to the advice given directly by
foreign personnel. In the case of repairs, advice falls under both sections (a) and (b) of Article 6.
The concept of emergency is a flexible one, but should be used
carefully by the parties. If an excess is found by the authority, they
may be fined as provided by Article 30 of the law for misuse of the
automatic registration procedure. 3 5 Though it is practically impossible
to supply an operative definition of "emergency," minimum criteria
would be the lack of local technicians to solve the problem and the
damages if the normal registration procedure
imminence of material
36
followed.1
were
3. Free of Charge TrademarkLicenses or Assignments. This exception, provided for by Article 6(c) of the law, applies only to transactions which are independent of transfers of technology, or which are
connected to transfer of technology operations automatically registered
tration may be too long for practical purposes. It should be remembered, however, that
according to Article 15 of the law, if the transaction is submitted for registration within
thirty days from its execution it is retroactively valid as from this last date. This would
adequately solve the problem pointed out by Otamendi as long as the parties act within the
law's terms.
133. In case of uncertainty it is best to either draw separate documents for each aspect of
the transaction or, if possible, to submit the whole operation to the screening procedure.
This would avoid the possible sanctions for the improper use of the automatic registration
system. See O'FARRELL, supra note 15, at 28.
134. See Commentary, supra note 1, at 3.
135. Id.
136. See O'FARRELL, supra note 15, at 28.
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or not subject to registration. 37 The gratuitous nature of these assignments or licenses is the only justification for their automatic registration 38 and, therefore, they should be closely analyzed. Any royalty or
other direct payment from the licensee or assignee would deprive the
act of its gratuitous nature, even if the payment is made to a third party
or merely compensates the licensor or assignor for his direct expenditures in connection with the transfer.
Other benefits the licensor or assignor may derive from the transaction are more difficult to classify. 139 For example, if the local licensee
agrees to sell part of his production to the licensor, the transaction
would still be free of charge as long as it complied with Article 8(c)'s
provisions regarding sales between the parties.' 40 If the provisions are
not met, the automatic registration would fail due to non-compliance
with Article 6(c) and the infringement of Article 8(c).' 41
If the local party undertakes the obligation to make or pay for the
costs of publicising the trademark it is reasonable to distinguish between two situations. In the first situation, if there has been a license,
part of the benefits of the publicity will revert to the licensor at the
expiration of the license and the transaction would, therefore, not be
gratuitous and not be allowed automatic registration. In the second
situation, if there has been a complete assignment of the trademark
such that the publicity expenditure will exclusively benefit the assignee,
the publicity obligation would not affect the gratuitous nature of the
agreement and automatic registration would be effected. In this situation, the assignor's interest in including a publicity clause in the contract would be unclear.
Other benefits which accrue to the licensor as a natural conse137. If part of a non-severable transaction is subject to the screening procedure, the entire transaction must be screened. See, e.g., Law 21.617, art. 10(d) (Argen. 1977).

138. See

O'FARRELL,

supra note 15, at 34.

139. The criteria proposed for the definition of free of charge transactions between related enterprises are not applicable to the trademark licenses or assignments included in
Article 6(c). In the case of related enterprises the importance of the distinction is, basically,
tax related, since, as a general rule (the participation of minorities in the subsidiary being the
principal exception), the subsidiary's profits revert to the parent company in one way or
another. In the case of transactions between parties acting at arm's length, one of the principal functions of the law, zie., diminishing the cost of foreign technology or trademarks, is at
stake, and all forms of consideration in exchange for the trademarks should be taken into
account.
140. See text section II(D)(10), infra.
141. The consequences of these infringements are not the same. The first one may result
in fines against the parties, as provided in Article 30 of the law, as well as in the nullification
of the transaction. The second one makes the sale covenant invalid, but this result is practically immaterial in view of the consequences of Article 6(c)'s infringement.
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quence of the license, such as an increase in the value of the trademark
due to the licensee's quality control, would not put the transaction
outside Article 6(c)'s terms. Otherwise the provision would have no
practical effect in promoting the use of foreign trademarks.
4. Basic andDetailEngineering Connected to Equtpment Installation or FactoryStart-Up. Article 6 Section (d) provides for the automatic registration of basic and detail engineering used in the
installation and start-up of machinery or equipment purchased abroad
provided that no additional payments for such engineering are required. The law is less restrictive concerning engineering agreements
under Article 6 than it is concerning Article 5 transactions.1 42 Under
Article 5, engineering agreements are not included in the registration
exemption for transactions between related companies. Under Article
6, only engineering agreements for the transfer of technology between
independents may apply for automatic registration. This contradictory
result most likely follows from the fact that the exclusionary provision
in Article 5(b) was included at a later stage in the law's drafting, without taking into consideration its effect on the mechanism of Article 6.
The concept of "additional payments" again requires close scrutiny. In connection with other provisions of Law 21.617, the Official
Commentary suggests that the fact that the payments for the technological advice attached to the sale of machinery or equipment are detailed
in the invoices does not mean that there is an independent transfer of
technology which could be subject to the law.' 43 This is a realistic approach since regardless of whether technology and advice charges are
separate, advice must be a part of the price charged if the parties are
dealing at arm's length. What then is the definition of "additional payment"? "Additional" may mean that no payments can be made by the
parties after they have entered into the principal transaction. The partheir
ties should take a very careful position in this area, submitting
44
possible.1
whenever
procedure
screening
the
contracts to
142. See text section II(B)(8), supra.
143. See Commentary, supra note 1, at 2.
144. Another possible definition of "no additional payments" is that the selling price
cannot exceed the value of the equipment or machinery bought and sold in the international
market between parties dealing at arm's length. This approach poses the difficulty of having
to determine the normal value of equipment or machinery, to find whether a charge for
technology has been added. Where complex machinery is involved it is difficult to find a
normal value due to the variations required to fit the customers' needs. Hence, the whole
method becomes impracticable.
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5. The Automatic RegistrationMechanism. Even though the law
uses the term "automatic registration" some steps must be taken by the
parties and by the authority before registration of transactions included
under Article 6 of the law occurs. Article 5 of Decree 1885/78 provides
that transactions, to be registered automatically, must be submitted to
the authority together with an affidavit indicating the need to purchase
technology abroad. Though the law and the decree are silent on this
point, it appears that the authority must examine the submitted transaction to determine whether it qualifies under any of the sections of
Article 6. Otherwise, the automatic registrations mechanism would
provide a loophole in the screening procedure provided by the law.
"Automatic", therefore, refers to the fact that the transactions that fall
within Article 6 are subject to the procedure for verification of compliance with the remaining provisions of the law only after registration
has taken place. 145
6. Implied Provisions and Forbidden Clauses. Both Article 8's
rules on implied provisions 46 and Article 10's restrictions on certain
contractual clauses 147 are applicable to the transactions granted automatic registration under Article 6. Several shortcomings in the law's
operation are seen in this respect. Forbidden clauses included in automatically registered transactions suffer a type of automatic voidness
since they are treated as non-existent by Article 10 of the law, unless
one of the parties requests their express approval. Since the screening
procedure follows automatic registration of the transaction, the validity
of the terms of the transaction is uncertain until approval is obtained
by the authority. 4 Another shortcoming of this mechanism is that
once the transaction has been automatically registered the deletion of
certain clauses by the authority may alter the economic equilibrium
between the parties.
7. ProcedureAfter Automatic Registration. After automatic registration has taken place, the authority verifies that the transaction complies with the provisions of the law' 49 and that it conforms to normal
145. See Law 21.617, art. 6 (Argen. 1977).
146. See text section II(D)(7).(12), infra.
147. See text section II(F), infra.
148. See O'FARRELL, supranote 15, at 28. The uncertainty which affects automatically
registered transactions is enhanced by the fact that some of the prohibitions included in
Article 10 of the law imply a high degree of subjective judgment by the authority, e.g.,
Section (a)'s requirement that technology not be obsolete.
149. Articles 7 to 13 in particular.
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market standards. 5 ' Although the law is silent regarding participation
by the parties in the verification procedure, ilzappears that they may
participate in the subsequent verification procedure as they may in normal screening.
The law provides that if a clause is stricken by the authority, the
agreement as a whole would still remain valid.' 5 ' The law does not,
however, specify whether the verification procedure subsequent to automatic registration has retroactive effects, le., whether the provisions
objected to by the authority are invalid from the inception of the transaction. This question may be answered by looking to general civil law
principles. If the contractual provisions are void because theX would
frustrate the purpose of Law 21.617, this objection would have retroactive effects as from the moment the parties entered into the agreement.'5 2 If the provisions are objectionable as violative of Article 10 of
the law, 53 the objections would also have a retroactive effect, by virtue
of the last paragraph of Article 10. This paragraph provides that if an
agreement subject to automatic registration contains one or more of the
clauses forbidden by Article 10, such clauses shall be considered nonexistent unless one of the parties expressly requests their approval.'- Finally, when provisions are objected to because they do not conform to
normal market practices, there is an implication of the necessity for
reformation of the 55
contract, effective as from the date of the inception
of the transaction. 1
Once the transferor has performed his part of the contract, the parties have a ninety day period within which to inform the authority of
the performance of the agreement, the results obtained through performance, and the final cost of the transaction. This enables the authority 56
to complete the verification procedure analyzed in this
section. 1
150. See Law 21.617, art. 6 (Argen. 1977).
151. See Law 21.617, art. 10 (Argen. 1977). When a clause listed in Article 10 of the law
is included in an automatically registered contract, such clause should be considered as nonexistent by the authority, unless one of the parties applies for express authorization of the
infringing clause and this is granted by the authority.
152. See ARGEN. CIv. CODE, art. 1050.
153. See text section II(F), infra.
154. See note 151, supra.
155. For instance, if a price higher than the one prevailing in the market was agreed
upon by the parties and if this price had already been paid, the authority could order the
return of this price.
156. Decree 1885/78, art. 5 (Argen. 1978).
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D. Compulsory and Implicit Clauses
The regulation of transfer of technology or trademark transactions
may be achieved in two ways. First, this regulation may be achieved
through the prohibition of certain contractual clauses or conditions.
Second, regulation may be achieved through the compulsory subjection
of said transactions to certain rules, either by conditioning their approval upon the inclusion of statutorily defined elements in the instruments to be registered, or by automatically subjecting the instruments
to the rules, regardless of the inclusion of the statutorily defined elements. Latin American statutes generally, and Argentine statutes in
particular, have normally employed the first mechanism rather than the
second. 57 The Argentine experience, however, shows that statutory
prohibition may be insufficient to regulate technology transfer transactions. By merely striking out prohibited covenants, the authority may
limit the obligations of the local party, but is powerless to increase the
obligations of the foreign transferor.
The second mechanism also has its shortcomings. By treating a
contract as if it contained certain compulsory terms regardless of
whether such terms are included in the instrument, foreign enforcement of the terms may be avoided. Since the compulsory terms would
have no contractual basis, a foreign enforcement authority would view
the terms merely as local regulations, enforceable only in the country
seeking to regulate. To prevent the shortcomings of these mechanisms,
implicit and compulsory clauses are provided by Articles 7 and 8 of the
law. 158
1. Nature of Compulsory Clauses. Article 7 of the law lists
clauses which must be included in contracts governing transactions
subject to the law. The inclusion is a condition of the transactions' approval. 59 Article 7 restricting the contractual freedom of the parties, it
157. An important exception is the Brazilian Normative Act 15 of September 11, 1975,
which includes compulsory provisions in sections 2.5.1, 3.5.1, 4.5.1, 5.5.1 and 6.6.1 (Braz.
1975).
158. The inclusion of compulsory clauses is also useful as a means of preventing the
difficulties caused by poorly drafted agreements. O'FARRELL, supra note 15, at 37. See also
Commentary, supra note 1, at 3.
159. It is not clear whether Article 7's compulsory clauses apply only to acts which are
subject to the authority's screening or also to transactions which are registered automatically
under Article 6 of the law. Since compulsory clauses are included as a condition of the
authority's approval, it may be argued that they apply only to transactions which are not
registered automatically. Article 6, however, requires that automatically registered transactions conform "to the other provisions of the law." Given the broad scope of this provision
it would be advisable for the parties to automatically register agreements to comply with
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requires the contracting parties to supply the elements necessary for
their transactions to be binding. The purpose of these clauses is to
guarantee that transfer of technology transactions contain the minimum elements necessary for their effectiveness and for determining the
rights and obligations of the parties.
2. Identj7cation of the Transferor'sPerforznance. The first requirement of Article 7 is that the transaction to be registered include a
proper identification of the technology or trademarks to be supplied by
the transferor.160 Without such identification the authority would not
be able to reach any proper conclusions about the effects of transactions submitted to it for Law 21.617 does not require the specific identification of each act to be performed by the foreign transferor. It
requires an explanation sufficient to determine, at a later date, whether
the parties have complied with the conditions of the registered transac6
tion.' 1
3. Identfcation of the Transferees' Performance. Article 7 Section (b) requires the transferee to identify the acts he is to perform in
the instrument to be registered. Article 7(b) also requires that the consideration paid by the transferee for each of the obligations undertaken
by the transferor be specified with the maximum possible accuracy.
This additional requirement allows the authority to evaluate the price
charged by the foreign licensor for each of the items provided. The
authority may force a more equitable bargain upon the parties, 6consid2
ering present market conditions pertaining to each obligation.1
4. Duration. Section (c) of Article 7 includes among the compulsory clauses a clause setting forth the duration of the transaction. This
requirement is intertwined with the provisions of the law which either
restrict the period of the contract 63 or use the contract period to evaluArticle 7's compulsory clauses, particularly since they do not have any restrictive effect on
the bargaining between the parties.
160. Law 21.617, art. 7(a) (Argen. 1977). The law uses the Spanish word "prestaciones"
which includes all the obligations undertaken by the transferor or licensor.
161. See Commentary, supra note 1, Compulsory Clauses.
162. See O'FARRELL, supra note 15, at 38. Article 7(b) does not prohibit contracts covering a wide range or technologies or industrial property rights, but requires only that each
technology or right be capable of separate evaluation. This does not mean that the law has a
favorable attitude towards so-called "package licensing:' Rather, when unnecessary technology is included in the "package" the authority may object to specific items under any of
Article 10's provisions (See text section II(F), infra).
163. See Law 21.617, art. 13 (Argen. 1977).
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ate the necessity of registering a particular transaction.16
The law does not require that an invariable term be adopted by
the parties. In cases where technology or trademarks are contributed to
the capital of a business association, as authorized by Article 12 of the
law, there is no time element involved since the moment when the parties' performances becomes effective is fully determined. Similarly, it is
valid to condition the existence of the agreement upon the occurrence
of a future event, such as the65full compliance of the parties with the
provisions of the agreement.'
5. Knowlege of the Law. Article 7(e) of the law includes the requirement that the supplier of the technology1 66 declare that he has
knowledge of the law. Since ignorance of statutes has no effect on their
enforceability under Argentine law,' 67 the purpose of this requirement
is to obtain a form of waiver from the foreign party as to his right to
claim before a foreign court 168 that he was ignorant of the law or that
he had agreed not to be subject to it.' 69 Another purpose of the declaration required by Article 7(e) is to focus the foreign parties' attention
on the 0law, which they might otherwise ignore to their own detriment. 17
6. TechnicalEnds Pursuedby the Transferee. The declaration of
the technical aims of the local party is only required in the case of
transactions involving technology and not in trademark transactions. 171
This clause has several purposes. First, the clause permits a proper
evaluation of'the transaction by the authority.' 72 Second, the clause
164. See Law 21.617, art. 10(a) (Argen. 1977).
165. See Commentary, supra note 1, at 3.
166. The law does not mention the supplier of trademarks. This seems to be a drafters'
error, since the same reasons which justify Article 7(e)'s requirement apply to trademarks as
well as to technology. The Commentary refers to the foreign party, without distinguishing
between suppliers of technology or trademarks. In actual practice, the authority follows the
Commentary's approach. See also O'FARRELL, supra note 15, at 39.
167. ARGEN. CIV. CODE, art. 20.
168. Though under Article 10(11) foreign courts are competent only in exceptional cases
(see Subchap. F. § 13, infra), the foreign party may argue for the inapplicability of the law
either in such exceptional cases or by claiming that Article 10(11) itself is inapplicable.
169. Though the statement required by the law concerns only "knowledge" of the faw's
provisions, such express declaration of knowledge necessarily implies a degree of consent to
such provisions, particularly when the party knows that the agreement will be subject to
registration and screening by the authority.
170. See Commentary, supra note 1, at 3; O'FARRELL, supra note 15, at 39; Otamendi,
supra note 92, at 6.
171. See Law 21.617, art. 7(d) (Argen. 1977); O'FARRELL, supra note 15, at 39.
172. This is connected to some of Article 10's provisions on objectionable clauses, pattic-
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insures the effectiveness of the implied clauses provided for by Article
8(a) of the law. 73 It is impossible to know whether the transferee has
achieved his proposed technical aims, as guaranteed by the transferor
under Article 8(a), if such technical aims remain undisclosed.
Third, Section (d) aids in the proper construction and performance
of transfer of technology agreements. 74 Many of the obligations of the
parties to such transactions may be determined only by establishing the
goals of the parties under the agreement. For example, if a patent license is granted for the purpose of allowing the licensee to manufacture
certain goods for the licensor, the rights of the licensee are far more
restricted than if the purpose of the license is to allow the licensee to
manufacture the same goods for their general commercial distribution.
7.

Nature of Implicit Clauses. Article 8 of the law lists clauses

which apply to all transactions subject to the law, regardless of whether
they are included in the instruments containing such transactions.
Contrary to Article 7's required Clauses, those of Article 8 contain specific obligations of the parties. They apply to all transactions subject 7to5
the law, regardless of whether the transactions have been registered.1
The clauses are inapplicable only if the authority expressly so provides
upon approving the transaction. It follows from this rule that if a
clause contrary to an implied clause is included in a registered transaction and it is neither expressly approved or objected to by the authority,
the provision is void. 17 6 Article 8 also allows the authority to require
the insertion of the implicit clauses in the instruments to be registered
clause
as a condition for their approval. The insertion of the implicit
77
prevents a party from later claiming ignorance of them.'
Implicit clauses function in a way similar to mandatory clauses
provided for in other civil law statutes. The parties may not waive such
clauses at the time the agreements are executed or before they are performed. 7 They may only thereafter refuse to exercise the contractual
79
remedies which are available upon the breach of implicit clauses.'
ularly Section (b) on availability of similartechnology within the country and Section (d) on
the relation between the price paid by the gansferee and the consideration he receives from
the transferor. See text section II(F)(2)(4), infra; O'^ARRELL, supranote 15, at 39.
173. See text section II(D)(8), infra. See also Otamendi, upra note 92, at 6.
174. See Commentary, supra note 1, at 3.
175. Id.
176. See ARGEN. Civ. CODE, art. 18.
177. This requirement has a similar purpose as the "knowledge of the law" clause provided by Article 7(e) of the law, and discussed in section 5, supra.
178. See ARGEN. CIV. CODE, art. 21.
179. See ARGEN. CIv. CODE, art. 19.
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8. Warranty of Fitness of the Technologyfor the Transferee'sPurposes. Latin American statutes and the 1971 and 1974 Argentine transfer of technology laws have dealt with the problem of warranties
supplied by the transferor of technology by prohibiting clauses which
waive or otherwise limit such warranties.' 0 This approach had a major shortcoming. If the parties were silent regarding warranties, there
was no mechanism by which to include warranties of fitness in transfer
of technology agreements.' Careful drafters could, therefore, restrict
the transferor's warranty of fitness of the technology by simply not
mentioning warranties in the agreement' 8 2 or by narrowly describing
the technology or the purposes of the transferee. Article 8 cures this
defect in the regulation of technology transfers by implying a warranty
of fitness for a particular purpose upon the parties.
The warranty provided for by Article 8(a) is implied from the
description of the transferee's purpose required under Article 7(d) of
the law. 183 This method allows the parties to limit the extent of the
warranty of fitness by a circumscribed description of the transferee's
purposes, but this limitation must be explicit and be approved by the
authority.
The law provides for a warranty of fitness concerning only the nature of the technology itself. It does not include (1) any express warranty guaranteeing the transferor's title to the technology, (2) a
warranty regarding possible infringements by the transferor of third
parties' rights to the technology or (3) liability for damages the transferor may inflict on third parties. The law leaves the resolution of these
matters to the general rules on contractual and tort liability.1 4 In cases
of patent licenses or transfers of specific know-how, the purpose of the
transferee in obtaining such technology may simply be to use the invention or know-how in his normal business activities. In such instances the warranty of fitness may only, if the agreement so provides,
extend to the actual existence of the invention or know-how.
180. See, e.g., Brazilian Normative Act 15, art. 3.5.2(c)(vi) (Braz. 1975). It should be
mentioned, however, that Article 3.5.1(g) of the same act provides that the parties should
define their responsibilities and obligations, without defining any minimum definition.
181. This also follows from the lack of statutory provisions and judicial decisions on this
point. The warranty of fitness may follow, however, from general civil law principles. See,
e.g., ARGEN. CIV. CODE, art. 2164.
182. Under the 1974 law, the transferor was obliged to supply this warranty, but it was
not clear whether it had to be included expressly in the instruments to be registered or was
effective regardless of the agreement between the parties.
183. See text section II(D)(6), supra.
184. Law 21.617, art. 10(g) (Argen. 1977).
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9. Trainingto be Suppliedby the Transferor of Technology. Article 8(b) of the law provides that the transferor shall supply adequate
training for the assimilation and handling of the transferred technology, if such training is necessary."' 5 This implied provision, which follows the pattern of the 1974 law, 8 6 presents certain difficulties.
It appears that patent licensors are fully subject to Article 8(b) because Article 8(b) mentions the transferor of technology and the law
uses this term as comprising both patent licensors and other suppliers
of technology. 7 In practice, however, the licensor may be an inventor
totally unable to supply training to the licensee's personnel. To prevent
the licensor in such a case from being deemed a defaulting party, a
convenant may be included in the contract whereby the licensee stipulates that the training is unnecessary. But if the licensee did not in fact
have the technical capacity to make use of the patent, the stipulation
would probably be considered void by the authority and a claim
against the licensor for not providing training could be successful.
Thus, licensors, in order to protect themselves, would want to make
sure before entering into the agreement that the licensee has the technical capacity to make proper use of the license. 88
Another difficulty involves the civil law distinction between a
"means" obligation and an "ends" obligation.' 8 9 In the former, the obligor must supply the means required to attain a certain goal. If the
means are supplied but the goal is not attained due to reasons other
than a defect in the means, the obligation should be considered as fully
performed. 9 "Ends" obligations are those in which the obligor
promises to satisfy a certain end, by whatever means. If the end is not
achieved, the obligor is liable regardless of whether proper means were
actually employed. 191 This distinction is relevant in the area of person185. It may be mentioned at this stage that the fact the law deals with a particular aspect
of the parties' relations through implicit clauses does not prevent the parties from including
more detailed provisions on the same aspect in their agreements, as long as such provisions
are not contrary to the law. See Law 21.617, art. 8 (Argen. 1977).
186. See Law 20.794, art. 5(c)(3) (Argen. 1974).
187. See Decree 1885/78, art. l(a) (Argen. 1978).
188. This result is not as harsh as it may appear, as the licensor may often be in a better
position than the licensee to determine whether the latter may make proper use of the patented invention. While licensors are likely to charge higher royalties to cover the possible
costs caused by Law 21.617, art. 8(b), a number of purposeless transactions may be avoided
by licensors who realize they will have to bear the burden of the uselessness of the technology for the unprepared licensee.
189. See, eg., L. REzzoNmco, 2 ESTUDIO DE LOS CoNTRATos 498 (1959).
190. E.g., a labor relationship, where the worker supplies his labor but is not liable if the
product of his labor is faulty in spite of his due care.
191. E.g., a manufacturing agreement. If the goods deteriorate or are lost before they are
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nel training, since obligations undertaken in this field are generally
considered to be "means" obligations, te., the "trainer" agrees to convey certain knowledge or skill to the trainee. 192 Article 8(b) provides,
however, that such training "must be adequate. . for the assimilation
and handling of the transferred technology," using the wording of an
"ends" obligation. It appears that the licensor is liable to the licensee
if, after training, the licensee is unable to handle or assimilate the technology. A harsh result is avoided by placing upon the licensee the obligation to use his best efforts in assimilating the transferred
negligent
technology. 193 Thus, the licensee would bear the effects of the
194
or intentional misrepresentation of his technical capacity.
The degree of training the transferor is required to supply is measured by what is "necessary" for the "assimilation and handling of the
technology." It is advisable to establish in the agreement the technological level already reached by the transferee at the time the contract is
executed, in order to clearly define the gap to be closed by the transferor's training. The transferor need not provide any instruction if it is
not necessary in light of the technological level already attained by the
transferee. 195
10. Sales Between the Parties. Transactions, whereby the transferee of technology or trademarks is obliged to buy from or sell to the
transferor or his designated parties, are forbidden by Sections (h) and
(k) of Article 10.196 The authority has the power, however, to approve
such obligations in certain circumstances, e.g., when the transferor has
a monopoly or monopsony in the item transferred. 197 Even though
there may be no provision in the agreement between the parties requiring the transferee to buy from or sell to the transferor, the transferee
may be forced to enter into such transactions due to market conditions
handed to the buyer, the manufacturer will normally be liable, even if he has acted diligently
to prevent loss or deterioration. See ARGEN. Civ. CODE, art. 604.
192. See F. MAGNIN, KNOW-HOW ET PROPRIETE INDUSTRIELLE 292 (1974).
193. See ARGEN. CIv. CODE, art. 1198.
194. Cf. text accompanying note 188, supra. While a stipulation in the contract that the
licensee has the technical capacity to handle the transferred technology would not be enough
to eliminate the licensor's liability under Article 8(b), liability would not attach if the stipulation was included due to the licensee's misrepresentation.
195. One of the ideas behind Article 8(b) is that the transfer of technology is only possible and desirable once the transferee has reached a minimum level of technological knowhow. The effective level of technical assimilation deemed necessary is closely connected
with the level already attained.
196. See text section II(F)(8)(l 1), infra.
197. See Law 21.617, art. 10 (Argen. 1977); text section II(F)(8)(I 1), infra.
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or due to the existence of patents or other legal restrictions. In such
cases, Article 8(c) of the law provides that the price at which capital
goods, inputs, raw materials or spare parts' 98 can be sold to the transferee, or at which the transferee's product will be sold to the transferor
shall be the price effective in the international market for such goods or
products. A literal construction of Article 8(c) would make contract
prices other than the international market price void even if the price to
the transferee was lower or the price to the transferor higher than the
international price. The Official Commentary indicates that the purpose of Article 8 is to protect both contracting parties, 199 but it appears
that Section (c) is designed to protect the local purchasers of technology
or trademarks, so that a lower than market contract price to the transferee would probably be approved. 200
Article 8(c) also provides that if there are no international price
quotations available, the price may be estimated by the authority. The
authority does not have discretionary powers in this respect; rather, it
should consider the prices effective in connected markets and the cost
of the goods sold between the contracting parties. Due to the broad
wording of this provision, the authority may set the price at the time it
screens the contract or may be called upon to set the price when the
parties cannot agree on the market price. In this sense, the authority
acts as an arbitrator when the market does not supply an answer to the
conflict between the parties.
11. Confidentiality. Under Article 8(d) of the law, the transferee of
technology is obligated to maintain the confidential nature of the technical information during the period agreed to between the parties. Due
to the nature of the obligation, it applies only to unpatented know-how,
since technology protected by exclusive industrial property rights is not
confidential in nature. If the confidential nature of the information is
not specified but is clear from the way the information is conveyed or
from other elements of the transfer, Article 8(d) should be applied, according to general civil law principles. 20 Similarly, though Article 8(d)
applies only to technical knowledge, the confidentiality obligation may
also be extended to non-technical information, e.g., lists of clients, if
the parties so agree or if the nature of the information so requires. 02
198.
feree.
199.
200.
201.
202.

This list of items includes practically any goods sold by the transferor to the transSee Commentary, supra note 1, at 3.
See O'FARRELL, supranote 15, at 42.
See MAGNIN, supra note 192, at 326.
See O'FARRELL, supra note 15, at 43.
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If the information protected by such obligation ceases to be secret,
the transferee should no longer be prevented from disclosing the technical knowledge.20 3 The law expressly provides that the confidentiality
period may, however, exceed the duration of the agreement. 20 4 It is
silent as to the validity of a clause providing that the transferee is obligated to maintain confidentiality as long as the secret nature of the
technology so dictates.2 °5 Since the law does not require that the confidentiality period have a specific and predetermined duration, such a
clause should be considered valid.
Law 21.617 leaves to general civil law rules the determination of
the remedies available in case of breach of the implicit provisions in20 6
cluded in Article 8. Considering the shortcomings of such remedies,
it is proper and advisable to include covenants concerning remedies in
the transfer agreement.20 7
12. Qualiy of the Transferee's Production in Trademark Contracts. In accordance with the purpose of the law's implicit clauses to
adjust within a given framework the contractual relations between parties subject to the law, 208 Article 8(e) includes a provision designed to
prevent the illegitimate use of trademark or tradename transactions by
the licensee. Under this section, the local licensee of the trademarks or
tradenames must maintain the quality level of the products or services
specified in transactions subject to the law if the trademarks or
tradenames are used in connection with said products or services. The
law does not specify the quality level that is to be maintained. If the
parties specify the level in their agreement, this uncertainty would be
solved. Absent such a specification, the quality level should be the one
previously attained by the transferor. This result contemplates the interests of customers who would otherwise be misled by the trademark
transfer.20 9
If the transferor has never used the trademark or has ceased using
203.

See ARGEN. CIV. CODE, art. 632.

204. These provisions are used quite frequently and are necessary if the technology is to
maintain its secret nature after the end of the agreement. See O'FARRELL, supra note 15, at
43.
205. Such a clause would generally be more suitable to the contracting parties' purposes
than a specific duration provision. See text accompanying notes 203-204 supra.
206. E.g., the impossibility of obtaining injunctions against innocent third parties using
the disclosed technology. See Correa, supra note 18, at 332.
207. E.g., a penalty clause applicable in case of breach. See ARGEN. CIv. CODE, arts,
652, 666.
208. See Commentary, supra note 1, at 3.
209. See O'FARRELL, supra note 15, at 44. It should be mentioned, however, that the
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it,21° it would be reasonable to require the transferee to produce at normal quality levels, if there is no contract provision to the contrary. 2 t1 If
the transferor has reached, a quality level unattainable by the transferee,21 2 the transferee should be required to use his best efforts to reach
21 3
the highest possible level of performance.

E. Transactions Between Foreign Firms and Their Local
Subsidiaries

Transfer of technology transactions between related companies
have been a major concern among the drafters of economic legislation
in Latin America. 2 14 The reason for this concern is the wide use of
such transactions by foreign companies for tax-avoidance purposes. 23 5
In Argentina, the tax avoidance issues presented by these transactions
were discussed in the ParkeDavis decision216 which ruled that royalties
paid to a foreign licensor by its wholly-owned local subsidiary should
be treated as profits for tax purposes.21 7 This decision was reflected in
Argentine statutes do not afford customers the same protection when trademark assignments
or licenses take place between local parties. See Law 3975, arts. 9-10 (Argen. 1900).
210. Under Argentine law, this does not terminate the rights over the trademark. See
Law 3975, arts. 6, 14, 16 (Argen. 1900).
211. See O'FARRELL, supra note 15, at 44; Otamendi, supra note 92, at 7.
212. This may result from a variety of reasons, eg., the trademark transferor has not
supplied the technology he uses to attain a given quality level, the unavailability of raw
materials used abroad by the transferor, etc.
213. See ARGEN. CIv. CODE, art. 512.
214. See Correa, supra note 19, at 363-71; O'FARRELL, supra note 15, at 47-54.
215. Id. See also Jarach, Regalias a Favor de las Casa Afatrl-por una Sociedad Filial
Argentina,24 LA INFORMAC(ON 1073 (1971); Cid, La Deducclon de los Gastode Investigaclon
y Experimentacibnsobe RegaliasDevengadasa Favorde nresasde/Exterior, 19 DEREClHO
FISCAL 937 (1969); Costa, Abusos en Gaslos.Incurridosen elExterlor,21 DERECIIO FISCAL 1
(1971); Chiappe, Regaliasentre Empresas Vinculadas, 21 DERECHO FISCAL 155 (1971); Reig.
Regaliaslnternacionalesen loslmpuestosa os Reditosyas tiutivo, 22 DERECiuO FISCAL 193
(1972); Correa, Fin de una Ficcibn; Contratosde Transferenciade Tecnolgi&entre Filal),
Matriz, 18 REALIDAD ECONOMICA 74 (1973). Tax avoidance can be accomplished in transactions between related companies because royalties received by the parent company are
taxed at a lower rate than profits received by it. The related parties then enter into a transfer
of technology agreement and designate that the proceeds be paid to the parent company as
royalties, thereby avoiding the tax on profits. See Law 20.628, arts. 63, 100 (Argen. 1973).
The different tax rates are difficult to justify on economic grounds. See O'FARR-.,
supra note 15, at 51.
216. Parke Davis v. Cia. de Argentina S.A.I.C., s/Il recurso de apelac bn, 286 Fallos 112
(1973). In ParkeDavis, a subsidiary of a foreign corporation had deducted from its taxable
income the royalties it had paid abroad to the parent company. This reduced the income of
the local subsidiary and allowed only the lower royalty tax rate to be imposed upon the
parent. The court disregarded the separate corporate entity of the parent company and held
that the income was to be taxed as profits.
217. Prior to the ParkeDavis decision, Argentine lower courts had followed a less restric-
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the 1974 law which treated payments for technology between related
firms as profits for all legal purposes. 218 This rule, though successful in
preventing the kind of maneuver dealt with in the Parke Dapis decision, had some clearly unfair results. For example, if the 75% owner of
a local firm transferred technology to the firm, the royalties derived
from this technology must be shared with the remaining owners in the
same proportion as profits. In this way the minority shareholders receive a windfall because they have not contributed any technology attributable to the royalty payments. This clearly hinders the transfer of
technology by the majority parties.219
To prevent this and other unfair results, 220 the new law adopts the
general rule that transactions between a domestic enterprise and the
foreign company by which it is directly or indirectly controlled, or between a domestic enterprise and an affiliate of the controlling company
shall be treated as transactions subject to the law between unrelated
parties if the transactions accord with normal market practices between
independent parties. 22' This general rule is subject to several conditions and limitations discussed below.
1. Firms Subject to Article 9. The first requisite for a transaction
to be subject to Article 9 is that the transferee of technology or a trademark must be a domestic enterprise. In this context a domestic enterprise is one "in which natural or legal persons domiciled outside the
country own directly or indirectly more than 49% of the capital or directly or indirectly control the quantity of votes necessary to prevail in
shareholders' or partners' meetings. 222 This definition of applicable
transferees may be summarized for practical purposes as those under
foreign control.
223
The authority in charge of applying the foreign investment laws
may expressly determine that a company is foreign controlled from the
tive position, similar to the one adopted by Article 9 of the new law, distinguishing between
transactions which really involved transfer of technology and purely fictitiotis contracts devised for tax-avoidance purposes. See O'FARRELL, supra note 15, at 53.
218. Law 20.794, art. 14 (Argen. 1974).
219. Under Article 14 of Law 20.794 it was only necessary that the transferor have a
controlling interest in the transferee for royalties to be treated as profits.
220. E.g., barriers caused by the tax legislation of some countries, which prohibits the
supply of technology abroad when nq consideration is paid by the recipient. See Commentary, supra note 1, at 3.
221. Law 21.617, art. 9 (Argen. 1977) as amended by Law 21.879 (Argen. 1978).
222. Law 21.382, art. 2(3) (Argen. 1975); Studwell & Cabanellas, supra note 16, at 44,
223. The Undersecretary of Foreign Investments. See Decree 413/74, art. 29 (Argen.
1974).
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actual voting record of the transferor in shareholders' or partners'
meetings regardless of the transferors' capital ownership or voting
power. Such a company should also be considered under foreign control for purposes of the Transfer of Technology Law.2 4
The second requisite is that the transferor must be a company directly or indirectly controlling the transferee or be an affiliate of the

controlling company. Since the concept of control is derived from the
Foreign Investments Law,' it appears that this second requisite is met
whenever the transferor, directly or indirectly, ' 6 holds the voting
power or the share of capital designated in the definition of a domestic
enterprise under foreign control,' 7 or when the transferor is an affiliate
of such an enterprise. 2'
2.

ConditionsfortheAppro val of TransactionsSubject to Article 9.

Transactions between related firms governed by the law must be
presented to the authority for approval as must acts between unrelated
companies. 229 Transactions between related firms must comply with all
the provisions of the law and particularly with the requirement that the
clauses of the agreement embodying the transactions be similar to those
used by independent parties in normal market practice.23 0 The law
also includes special rules discussed below for payments to be made by
the transferee.2'

The authority faces particular problems in determining whether a
transaction complies with "normal market practices." The nature of
technology or trademarks is such that each invention, item of knowhow or trademark is in some way unique, making the comparison by
the authority of different transactions subject to the law a subjective
comparison. This inherent subjectivity creates the danger of arbitrari224. See Decree 413/74, art. 3 (Argen. 1974); Studwell & Cabanellas, .wpra note 10, at
45.
225. See Law 21.382, arts. 2(4), 20 (Argen. 1977).
226. The phrase "directly or indirectly" refers to the possibility that control may be exercised through a chain of subsidiary enterprises, or through mechanisms other than stock
ownership, ag., voting trusts. See Studwell & Cabanellas, Supra note 10, at 46.
227. See text accompanying note 222, supra.
228. Though neither the transfer of technology law nor the foreign investments law defines the concept of "affilliate," a coherent concept of "affilliate" would include the enterprises meeting the same control and ownership standards applied to the transferee to
determine whether it is a domestic enterprise under foreign control
229. With the exceptions provided for in Law 21.617, art. 5(b) (Argen. 1977), for automatic registration transactions between related firms are also exempt from registration or
prior approval when the exemption would apply to transfers between unrelated companies.
230. Law 21.617, art. 9, para. 1 (Argen. 1977).
231. See text section II(E)(3), infra.
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ness in the authority's evaluation and determination of what are normal practices.232
3. Payments Between Related Companies. The principal restrictions on related parties arising from Article 9 concern the type of payments to be made in transactions subject to the article. Article 9
Section (a) provides that no royalty payments are permitted for the use
of or title to trademarks.233 The exact reasoning behind this provision
34 Hostility towards trademark transactions may account
is unclear.
5
23
for it.

Article 9 Section (b) declares that payments for technology by local companies may not be made in lump sums, but must accrue in annual periods coincident with the business year of the transferee and
must be made after the end of the business year. The purpose of this
rule is to prevent payments for technology from being used to regulate
the remittance of profits to the controlling foreign enterprises.236 The
prohibition of lump sum payments is also designed to alleviate the difficulty in comparing such payments with the usual payment conditions
232. The comparison is far more objective if the transferor has already entered into
agreements on the same technology or trademarks with unrelated companies. The parties
entering into agreements included in Article 9 are protected to some extent by the general
guidelines included in Law 21.617, art. 10, particularly regarding the price to be paid by the
transferee. See text section II(F)(4), infra.
233. The original text of Law 21.617 had restricted the payment of royalties in exchange
for the use of trademarks. After the amendments introduced by Law 21.879, all payments,
regardless of whether they are royalties or lump-sum payments, are prohibited in the case of
trademark transactions between related companies. The new drafting indicates a clear intention to deal with all types of trademark transactions.
234. The Official Commentary says that the purpose of Article 9(a) is to avoid the diffi.
culties involved in a determination of fair prices for trademarks. But this argument is weak,
since the same difficulties exist between unrelated companies, and, to a similar extent, in all
technology transfers.
235. See O'FARRELL, supra note 15, at 29. The author of this article does not imply that
there are no reasons for the provision against trademark transfers. It appears that one of the
principal issues behind the trademark license controversy is a conflict between the individual
and the general interests. It is clear that if a particular Argentine company obtains a license
to use a well publicized foreign trademark, that company will probably be put in a better
position than its competitors. But if all the Argentine companies obtain similar licenses,
they will have to share the original market on the same competitive footing but with the
burden of trademark royalties. Only the foreign transferor profits from this situation. The
case is similar to the economists' stool paradox. If I carry a stool to a parade to have a better
view, I will be in a better position than the other spectators. But if they all carry a stool, we
will all be as before, less the cost of carrying the stool.
236. See Commentary, supra note 1, at 3. As the Commentary correctly states, this is of
special importance during periods in which the devaluation of the Argentine currency implies exchange losses if remittances are delayed.
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37
agreed upon between parties dealing at arm's length.2

4. Exceptions to the Rules on Payments Between Related Companies. Article 9 of the law was amendedI 8 to exclude several types of
transactions from its restrictions. As amended, Article 9 permits payment conditions normally employed in transactions between independent parties to be used by related companies.239 Thus, the current text of
the statute encourages use of the payment conditions that normally prevail in the international technology market.24
Article 9 Section (c) specifically excludes certain transactions from
the payment provision of Article 9 Section (b). First, the supply of basic or detail engineering and of technical services from abroad for the
installation, start-up or maintenance of plants, machinery and equipment is excluded from the lump sum restriction. These transactions are
similar to those automatically registrable when no charges are included.24
Second, technical assistance for repairs, emergencies or other
forms of technical advice are also excluded from Section (b)'s restriction. Transactions involving technical assistance for repairs are similar
to the type of transaction subject to automatic registration under Article 6(b) of the law.242 The words "technical advice" should be understood to include direct advice connected to specific problems or
paytechnical difficulties as well as to general advice because annual243
ments are rarely provided for in transactions for specific repairs.
Third, transactions providing training for the transferee's personnel are excluded from Section (c). The company whose personnel are
being trained frequently defrays the costs incurred by the training company, and payment is made possible by this exception.
F. Objectionable Clauses
In practice, the heart of Latin American transfer of technology
statutes lies in the provisions making certain contractual clauses either
237. See text section II(E)(2), supra.
238. Law 21.879 (Argen. 1979).
239. See Law 21.879 (Argen. 1979) Official Commentary.
240. For example, the law allows for a lump sum payment for technical repair transactions because annual payments are highly unusual and are likely to yield sums far in excess
of those normally agreed upon in arm's-length transactions in which lump sums are provided.
241. See text section II(C)(4), supra.
242. See text section II(C)(2), supra.
243. See Law 21.879 (Argen. 1977) Official Commentary.
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illegal or objectionable. These provisions balance the bargaining
power between private parties in accordance with the public policy
considerations which inspired the statutes.
Article 10 of the law includes a long and elaborate list of objectionable clauses. Other Latin American statutes 2 "4and previous Argentine legislation245 provided for the outright prohibition of certain
contractual clauses. The new Argentine law provides only that transfer
of technology agreements which include the objectionable provisions
may be rejected by the authority,246 according to the latter's perception
of the general desirability of the transaction.247 Article 10 does not,
therefore, nullify certain transfer of technology transactions but rather
sets the guidelines to be followed by the authority in its evaluation of
transfer agreements. 248
The restrictions included in Latin American statutes regarding
transfer of technology transactions have frequently been compared
with the antitrust provisions applicable in the United States and other
industrialized countries, which also tend to restrict the contractual freedom of private parties. 249 Although this is a valid comparison, one
should bear in mind that several Latin American countries already
have relatively elaborate antitrust statutes 250 and that the explicit purpose of the transfer of technology rules is not concerned with the market structure of the recipient countries but rather with the recipient's
foreign exchange situation 25 I and with its technological development.2 52 Latin American transfer of technology statutes should not be
seen as implementing antitrust policies but rather as implementing the
244. See Decision 24 of the Cartagena Agreement Commission, arts. 20, 25; Brazilian
Normative Act 15, Arts. 2.5.2, 3.5.2, 4.5.2, 5.5.2, and 6.6.2 (Braz. 1975); Mexican Transfer of
Technology Law, arts. 7-8 (Mex. 1972).
245. See Law 20.794, art. 5 (Argen. 1979).
246. Law 21.617, art. 10, para. I (Argen. 1977).
247. See Law 21.617, art. 10 (Argen. 1977).
248. See Commentary, supra note 1, at 3.
249. See, e.g., Ebb, Transfersof ForeignTechnology in Latin America: The Birth ofAnti.
trust Law?, 43 FORDHAM L. REv. 719 (1975).
250. E.g., Law 12.906 (Argen. 1945); Law 4137/62 (Braz. 1962).
251. See text accompanying notes 14-21, supra.
252. Neither the note from the Ministry of the Economy to the President of the Republic,
attached to the Transfer of Technology bill, nor the Official Commentary to the law mention
any antitrust purposes connected with the law, and the Commentary is a relatively elaborate
and detailed annex to the law. The note indicates that the main purpose of the law is "the
closing of the technological gap . . . so that without hindrance to our creative capacity a
policy be adopted, imposing regulations but being open to the entrance of technical knowledge from abroad, so as to promote an independent and self-sustained development." The
same attitude is reflected in the works of local commentators, both of the present and previous transfer of technology statutes, as well as in the day to day practice of local authorities.
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desire of governments to regulate the technological inflow essential for
the development of their countries.
1. Obsolete Technology. Article 10(a) restricts the purchase of

obsolete technology. This provision follows a policy embodied in other
Latin American transfer of technology statutes, as well as in previous

Argentine legislation.253 Section (a) should have a limited practical application since the buyers of technology are not likely to pay for information which is already obsolete at the time of the purchase.
Nevertheless, the provision may be used to stop transfers of technology
regarded as useless or undesirable by the authority 2- or to protect purchasers who are misinformed about the quality of the know-how they

are buying.-55
Obsolete technology has been defined as that which has been improved by more recent technology requiring either less capital, less labor, or both for the same output." 6 This technology is to be
distinguished from "backward" technology (tecnologiaatrasada)which
is that which uses more labor than updated technology but less capi2 57
tal.
Article 10(a)'s restriction seemingly applies only to obsolete tech253. See Brazilian Normative Act 15, art. 4.1.2(b), (c) (Braz 1975); Colombian Decree
1234, art. l(b) (Colom. 1972); Law 19.231, art. 3(b) (Argen. 1971); Law 20.794, art. 5(b)
(Argen. 1974). These provisions, however, do not use the words "obsolete technology."
254. Under Laws 19.231 and 20.794 it was not unusual for the authority to deny the
approval of transfer of technology transactions on grounds of "obsolesence" or "general
knowledge" of the technology, when the latter was apparently available through the purchaser's own research.
255. This policy should be and is used with restraint, since the authority generally does
not have the same degree of knowledge about the relevant technological field as does the
recipient of technology. The authority has a limited technical staff and the buyers of technology being generally entrepreneurs with substantial practical experience.
256. POSADA, supra note 51, at 93.
257. Id. at 94. While Posada's analysis is basically correct, it can be made more general
by including any of the factors of production in the definition of obsolete technology, and by
extending the concept of backward technology to any technique, which must compete with
newer know-how, using more of certain factors of production and less of others for the same
level of production. This distinction is of great economic importance, because while obsolete technology is economically undesirable, backward technology may or may not be undesirable, depending on the relative cost of the different factors of production. The desirability
of using backward technology in underdeveloped countries, due to the particular cost mix
with which they operate, has been repeatedly stressed by several contemporary authors. See,
ag., E. SCHUMACHER, SMALL IS BEAUTIFUL 145-59 (1978). It may also be economically
sound to purchase obsolete technology, if the lower cost of such purchase vis-a-vis more
efficient technology compensates for the increased costs of operation of the obsolete alternative. Another possibility, although not usually the case, is that modem technology is unavailable to local purchasers at any reasonable price.
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nology since it may be economically sound to purchase "backward"
technology which is suited to the relative cost of factors of production
in Argentina.
2. Available Technology. The new Argentine law, reflecting the
experience under the 1971 law, restricts transactions involving technology already available in Argentina. 258 Article 10 Section (b) distinguishes between objectionable transactions dealing with technology in
the public domain and those involving technology "freely available in
the country." Technology in the public domain is technology that is
not protected by industrial property rights or by secrecy. 25 9 "Freely
available" technology is technology that may be acquired in Argentina
under reasonable conditions and which has the same specifications, nature and quality as that which is the object of the transfer.
The rationale behind restricting the purchase of technology in the
public domain is that such a transfer is not supported by consideration 260 because the local party should be able to obtain the know-how
free of charge. A transaction involving such technology may, however,
involve a valid and reasonable exchange of valuable considerations.
For example, significant expenditures may be required to collect nonsecret information. Also, the nature of certain know-how is such that it
may not be protected by industrial property rights or by secrecy and yet
not be readily attainable by the local party. This is the case with "technical ability" or with the skills resulting from technical experience,
transactions which are expressly validated by other provisions of the
law.26 1 The restriction on the purchase of technology in the public domain should, therefore, not be applied absolutely but should also be
or
subject to the "freely available" test as is patentable information 262
knowledge which may be subject to secrecy available in Argentina.
Even in these cases the economic considerations should be kept in
258. Other Latin American countries have similar statutes. See statutes cited in note
253, supra; Mexican Transfer of Technology Law, art. 7(1) (Mex. 1972).
259. If the technology is described as being protected by industrial property rights or by
secrecy in the transaction submitted for registration, when in fact it is not, such transaction
may be voidable under general civil law rules independently of the treatment of the case
under the law. See ARGEN. CIV. CODE, art. 1172.
260. See MAGNFN, supra note 192, at 39, 43.
261. E.g., Law 21.617, art. 8(b) (Argen. 1977).
262. This distinction was not used in the previous statute, Law 20.794 (Argen, 1976), and
its absence created difficulties which are discussed by its commentators. See Correa, sqpra
note 10, at 342. The local availability objection applies only to unpatented technology. If
there is an Argentine patent on the technology, it is clear that only the patent holder may
issue valid licenses.
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mind.26 3
The main innovation introduced by Article 10(b) is the restriction
on the foreign purchase of technology that the transferee may purchase
domestically under reasonable conditions. If other enterprises in Argentina are not willing to discuss their know-how or are willing to do so
only under conditions which are commercially unacceptable, Article
10(b)'s restriction would be inapplicable. 26 Prior to the enactment of
the new law, this restriction had often been applied without adequate
proof of the unavailability of the technology locally. 265 This resulted in
the local transferee being unable to buy the foreign technology or the
local technology, since the domestic owner of the technology may have

been unwilling to undertake any transfer to a local competitor.2
To determine whether the technology available in Argentina will

prevent the purchase of similar technology abroad, the prices of both
alternatives may be compared to determine the commercial reasonable-

ness of the local source.267 If the local price is lower, it is clear that the
purchase of foreign technology will be forbidden. If it is higher, under
normal market conditions it would be advisable to authorize the importation of technology.268 But even if the local price is higher it may still
be desirable to restrict the imposition of foreign technology because of
external economies which may be derived from the transfer of technology between local companies 269 or because the local price is distorted
263. The objection against transactions involving technology in the public domain is a
variation of the provision against inequitable consideration. See text section II(F)(4), infra.
If the contracting parties show that a valuable consideration is involved, it is unlikely that
the authority will object to the transaction on "public domain" grounds.
264. See Commentary, supra note 1, at 3.
265. See Otamendi, supra note 92, at 10.
266. The effects of the "available technology" rule on competition were given special
consideration by the drafters of the law. See Commentary, upranote 1, at 3. The general
rule prevailing in other Latin American countries may have a restrictive effect on local competition.
267. The Official Commentary mentions price and time conditions, but other terms such
as marketing restrictions, grant-back clauses, competing technology provisions, etc., should
also be considered when evaluating the availability of technology within the country. One
of the purposes of Article 10(b) is to put the burden of the proof of the availability ofdomestic technology on the authority. See O'FARRELL, supra note 15, at 48; Otamendi, Supra note
92, at 10. In practice, however, if the authority has been able to find a possible local source
of the technology, the burden of proof will pass to the contracting parties, to show that the
local source does not offer reasonable conditions.
268. Since the transfer of technology generally involves only negligible marginal costs to
the transferor, it is likely that a local seller with a more flexible bargaining position will be
able to underbid the foreign transferor. It should be remembered, however, that prices may
be calculated on a different basis, which may make their comparison difficult or arbitrary.
269. The most obvious of such economies from Argentina's viewpoint is that transfer of
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due to the foreign exchange situation.270 Thus, the local purchasers
convenience is not considered foremost in the authority's decision.
Article 10(b)'s restriction is also applicable when the proposed imported technology may be developed locally by the transferee at a reasonable cost.2 7 ' It is unlikely, however, that this restriction will be
frequently applied, since transferees would have no motivation to buy
foreign technology if, in their judgment, they could develop the272same
or similar know-how through their own efforts, at a lower cost.
3. Export Limitations. Article 10 Section (c) of the law, following
the precedent of almost all Latin American statutes enacted on this
topic, 273 prohibits contract provisions which limit or prohibit the right
of the transferee to export licensed or trademark products. This prohibition is based upon two highly influential elements of contemporary
Latin American economic policy: protection of the balance of payments and promotion of high technology exports. Given the present
condition of the Argentine economy, the second element is more important than the first, and this undoubtedly accounts for the current
attitude of the authority towards export restrictions.274
Article 10(c)'s rule against export restrictions imposed by the
transferor upon the transferee's authority to export is subject to two
exceptions. First, the rule does not apply to exports to any country in
which the transferor is the sole producer of the goods. Second, the rule
does not apply to exports to any country in which the transferor has
granted to a third party an exclusive production, use or sales license for
the goods.
These exceptions to Article 10(c) parallel Argentine practice prior
technology involves, generally, no direct costs. Hence, the payment of royalties to a local
transferor, may imply a total net benefit for the local parties equal to the royalties which
would have been payable abroad under the frustrated deal.
270. E.g., the local currency may be overvalued.
271. The same rule is followed by the Mexican authorities. See MEXICAN TRANSFER OF
TECHNOLOGY REGISTER; SUMMARY OF THE GENERAL CRITERIA OF ENFORCEMENT OF THE
LAW ON THE TRANSFER OF TECHNOLOGY REGISTRY AND THE USE OF EXPLOITATION OF
PATENTS AND TRADEMARKS [hereinafter referred to as SUMMARY].

272. The motivation may exist, however, during exchange control periods, when transferees are eager to obtain the hard currencies available for royalty payments at prices generally lower than the prices in the open market.
273. See Brazilian Normative Act 15, arts. 2.5.2(b)(i); 3.5.2(c)(i); 4.5.2(d)(i); 5.5,2(d)(i)
(Braz 1975); Mexican Transfer of Technology Law, art. 7(VII) (Mex. 1972); ANDEAN CODE,
arts. 20, 25(a); Law 19.231, art. 3(0 (Argen. 1971); Law 20.794, art. 6(b) (Argen. 1974).
274. The practical realities of exporting the licensed products should also be taken into
consideration. See O'FARRELL, supra note 15, at 59.
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to the enactment of the law. 5 They are attributable to the recognition
of the possibility that competition by the Argentine licensee with the
foreign licensor would discourage the licensor from granting the license. The exceptions also protect the parties from certain risks. For
example, if the transferor has granted an exclusive license to a third
party in the importing country, the Argentine exporter's license may be
null and void under the importing country's laws. The transferor and
possibly the Argentine transferee might be sued for breach of contract
by the exclusive licensee.27 6
Due to the poor drafting of many transfer of technology contracts,
it is often difficult to determine whether the transferee has export rights.
For instance, it is frequently seen in agreements dealing with unpatented technology that the "territory" of the agreement's applicability is
defined simply as "Argentina," without any indication that this geographical limitation applies only to the right to manufacture, to the
right to sell, or both. Since the transfer of technology is generally construed as authorizing the transferee to make full use of such know-how,
except as legally or contractually restricted, it would appear that the
transferee has acquired export rights. On the other hand, it may be
argued that the limited definition of "Territory" implies a restriction on
sales outside the area agreed upon in the contract. Due to this ambiguity, Argentine authorities have customarily required that the right to
export to countries where the transferor does not produce directly or
where he has not granted exclusive licenses be expressly stated in the
registered transactions.277
Article 10 restricts not only prohibitions of exports but also limita275. See Commentary, supra note 1, at 3; O'FARRELL, .supranote 15, at 58; Correa, sipra
note 10, at 347; Otamendi, supra note 97, at 8.
276. The Official Commentary states:
Disregarding [the exceptions to the objectionability of export restrictions] might
deprive the country of necessary technology by seeking to compel the supplier to
infringe contractual obligations previously undertaken with other licensees. Furthermore, should this requirement [that transferors may not limit subsequent exports] become accepted in comparative law, the Argentine recipient could not
allege an exclusive license in the national territory unless expressly protected by
Argentine law. In such a case, other nations could act likewise, and we would be in
the same position [provided by Article 10(c) of the law].
It may be added that the obstacle mentioned by the Commentary is not merely a possible
but an actual obstacle, since under the contract law of most countries the exclusive licensee
may act against the licensor or against other licensees, in case his exclusive rights are infringed, thus deterring exports to his market. In some European countries, e.g., France, the
exclusive licensee may act against infringers of his rights under a patent, bringing suit
against the exporter. See J.J. BURST, BREVETE ET LICENCIE 141 (1970).
277. See Otamendi, supra note 92, at 8.
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tions on exports. The authority can object to contract provisions that
make the transferee's right to export production subject to the transferor's permission, or that require exports be marketed through the
transferor or through specific channels which may hinder the transferee's rights. It can also object to provisions that establish higher royalties for sales to foreign markets.278 An exception may be permitted to
protect the transferor's rights.279
A more difficult question is presented by cases where legal restrictions are imposed by the transferor's country's authorities against exports by the transferee to certain countries for political, economic or
military reasons. This problem arose when under United States law
Argentine subsidiaries were restricted from selling automobiles to
Cuba. Here the Argentine authorities were extremely reluctant to accept any extension of the restrictions applicable under American law
on the sales of the Argentine subsidiaries. It is likely, however, that if
the export capacity of the transferee is perceived as limited and if the
imported technology is considered to be of substantial importance to
Argentina, the export restrictions will be upheld. 280
4. Reasonable Consideration. Article 10 Section (d) limits the
consideration payable under transfer of technology transactions, fol" ' and Latin American precedents, 28 2 and includes
lowing Argentine28
an elaborate legal mechanism for the determination of the reasonableness of the price agreed upon by the parties.283 From an economic
viewpoint, the power to restrict royalty payments probably is the most
important element of the law. The experience in Argentina since the
creation of the Technology Registries has been that the limitations imposed by these authorities do reduce the royalty level, and this reduction plays an important part in the authorities' determination to bear
278. The same criteria are followed under Mexican law. See SUMIMARY, supra note 271,
at § VI.
279. E.g., where the limitations are necessary to assure the transferor that the licensed
goods will not be sold in areas where he has granted exclusive licenses. See Law 21.617, art.
10(k) (Argen. 1977).
280. See O'FARRELL, supra note 15, at 59.
281. See Law 19.231, art. 3(c) (Argen. 1971); Law 20.794, art. 5(d) (Argen. 1974).
282. See Brazilian Normative Act 15, arts. 2.2, 3.2, 4.2, 5.2, 6.2 (Braz. 1975); Mexican
Transfer of Technology Law, art. 7(11) (Mex. 1972); Columbian Decree 1234, art. l(a)
(Colom. 1972).
283. Although the Argentine statute is more explicit about the criteria applicable for the
determination of the reasonableness of the consideration agreed by the parties, the key to
that determination lies in the general criteria adopted by the implementing authorities. This
explains the scant attention given by transfer of technology statutes to a question which is to
a large extent the foundation of their enactment.
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the costs imposed by the registration procedure. At the same time,
while transfer of technology statutes have easily achieved the elimina-

tion of a large percentage of the undesirable provisions attached to registered transactions, often these restrictive provisions were either not

applied in practice? 4 or the elimination of these provisions followed
from the market position of the parties.2"' In such instances, the practical effect of the law is questionable. 286
The law's approach to the determination of the reasonableness of
the consideration agreed upon by the parties is to generally require that

the payments to be made by the transferee must be related to the direct
or indirect benefits to be derived from the use of the technology or

trademarks he receives. 8 7 The law provides several presumptions regarding whether this guideline has been met. The first presumption
supplied by the law concerns transactions dealing solely with trademarks.28 In these cases the maximum acceptable royalty is presumed
to be one percent of the net sales value of the products or services bearing the transferred trademarks..2 89 A higher royalty rate may be permitted by the authority if the parties prove that the benefits to be derived

from the trademarks exceed the statutory norm. 29° Also, the presumption does not mean that a lower rate will not be required by the authority if the conditions of the transaction do not justify the statutory
284. Eg., provisions requiring the transferee to grant free licenses to the transferor for
the use of any invention patented by the transferee in fields connected with the original
technology transfer. Transferees rarely have the technical background necessary to achieve
significant improvements in the technology they receive.
285. E.g., the practical impossibility for many transferees to export the licensed products,
especially in view of the high costs of production caused by small scale undertakings.
286. This explains the ease with which the authority's objections are generally accepted
by the foreign transferors as well as the lack of interest the local transferees have in most
objections, which they tend to regard more as obstacles to the purchase of technology they
require for their enterprises than as benefits to their bargaining position.
287. Law 21.617, art. 10(d), para. 1 (Argen. 1977).
288. Law 21.617, art. 10(d)(l) (Argen. 1977).
289. The law refers to licenses for the use of trademarks. In the case of sales of foreign
owned trademarks, it follows from an anological interpretation of Law 21.617 article
10(d)(l) that the present value of a 1% royalty over the sales to be made under the sold
trademark will be compared with the sales price agreed upon by the parties. The same result
follows from the general principle applicable to lump sum payments, provided in the last
paragraph of article 10(d). See text accompanying note 299, infra.
290. It is not clear from the text of the law whether the benefits to be derived from the
transaction, which must be weighed against the rate of payments to determine their reasonableness, are only the benefits for the transferee or the benefits to be generally derived by the
country's economy from the transaction. If only the benefits to the transferee were considered, however, the screening procedure would not have much point, since it is obvious that
the transferee is in a much better position than the authority to determine the private benefits he will derive from the transaction.

Hastings Int'l and Comparative Law Review

[Vol, 3

rate.2 9 '

Under the 1974 law, no payments were permitted in trademark
transactions which did not include a transfer of technology. 292 While
the present statute abandons this restriction, it is clear from the low rate
of royalties generally permitted that the drafters are still opposed to
isolated trademark transactions. 93 Argentine businesses, however,
need access to foreign trademarks in order to compete effectively in the
world market. It is, therefore, likely that the authority will follow the
policy expressed in the 1974 law and encourage businesses to obtain
foreign trademarks for export purposes.29 4

The second presumption is applicable to transactions involving
technology to be used by the automobile industry or by the auto parts
industry. In these transactions the payments to the transferor may not
value of the products manufactured
exceed two percent of the net sales
295
with the transferred technology.
The reason for this special royalty rate applicable to the automobile industry is twofold. First, the existence of maximum royalty payments for the automobile industry under the 1971 law296 had proven to
be enforceable and effective. Second, the automobile industry is an important channel for the transfer of technology into Argentina and must,
therefore, be strictly regulated.297
The third presumption provided by Article 10(d) applies to transactions not included in subsections (1) and (2) of that provision, Ze.,
those which are not purely trademark transactions and those which do
291. See Commentary, supra note 1, at 3-4; O'FARRELL, supra note 15, at 60.
292. See Law 20.794, art. 9(b) (Argen. 1974). Under this provision royalties were permitted only if the products manufactured under the foreign trademark were sold abroad. The
Official Commentary to the new law considers that Article 9 of Law 20.794 was contrary to
the Paris Convention of 1883 and its amendments, to which Argentina was a party, and to
the property rights protected by the Argentine Constitution. See Commentary, suma note 1,
at 3-4. Regarding the Paris Convention, O'Farrell has soundly refuted the Commentary's
position and the constitutional validity of Law 20.794 was never challenged by the courts,
See The Lukenheimer Co. v. Alfredo Evangelista y Cia S.R.L. y otros, 5041 J.A. I (CAmra
Nacional en lo Comercial, sala B, 1978).
293. See note 235, supra.
294. See Commentary, supra note I, at 3-4. Law 20.794, art. 9(b) (Argen. 1974). It was
common practice in the past to put trademark licenses in the form of technology transfers,
even where the technology had little or no value in itself, for the purpose of obtaining approval for transactions otherwise subject to the restrictions bearing on solely trademark
transactions.
295. See Law 21.617, art. 10(d)(2) (Argen. 1977). The limits of these industries are defined by Law 19.135 (Argen. 1971), where the 2% royalty limit was originally provided.
296. See Law 19.135, art. 30 (Argen. 1971) repealed by Law 21.617, art. 36 (Argen. 1977).
297. See O'FARRELL, supra note 15, at 60-61.
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not relate to the automobile industry. In those transactions the maximum royalty normally permitted is five percent of the net sales value of
the products manufactured or. services rendered with the transferred
technology.298

A transaction logically may fall within only one presumption. If a
transaction involves only a trademark transaction, it falls under subsection (1) of Article 10(d). If a transaction includes both trademark and
technology transfers, it would fall under subsection (3) of Article 10(d)
and the five percent rate would be applicable, unless the technology
relates to "the automobile industry, in which case Subsection (2) would
apply.

29 9

The law does not restrict the method by which the transferee is to
pay for the technology or trademarks. The parties may agree upon a
method other than a royalty over the net sales values, e.g., a lump sum
payment. In such cases it will be necessary, for purposes of the calculations required by Article 10(d), to estimate the percentage equivalent of
the expected payments in relation to the 3transferee's expected net sales
value during the term of the agreement. 00
The law also does not forbid the shifting of the burden of royalty
taxes from the transferor to the transferee by "grossing up" or increasing the amount of the royalty payment. The presumptory limits set by
Article 10(d) will, however, include the taxes paid by the transferee as a
result of the transfer of technology transaction when the direct tax obligor is the transferor. This result follows from the language of Article
10(d) which states that royalties include "payments to the transferor or
on his account."
5. Grant-back Clauses. Though the law follows other Latin
American 30' and Argentine 30 2 statutes in curtailing the use of grantback provisions or other provisions concerning transfers of technology
from the original transferee to the original tranferor,30 3 its provisions
are from a practical viewpoint, far less restrictive than those included in
298. See Law 21.617, art. 10(d)(3) (Argen. 1977). See also text section II(G)(1), infra.
299. If the technology is used both for automobile industry purposes and for other industrial ends, Subsection (2) would be applicable if the statute is literally applied. Since, however, Article 10(d) only provides guidelines for the authority's evaluation, the whole range of
uses of the technology will undoubtedly be taken into account. See O'FARRELL, supra note
15, at 61.
300. See Law 21.617, art. 10(d) (Argen. 1977).
301. See Brazilian Normative Act 15, arts. 4.5.2(b) and 5.5.2(b) (Braz. 1975); Mexican
Transfer of Technology Law, art. 7(IV) (Mex. 1972); ANDEAN CODE, art. 20(0.
302. See Law 19.231, art. 3(g) (Argen. 1971); Law 20.794, art. 5(g) (Argen. 1974).
303. See Law 21.617, art. 10(a) (Argen. 1977).
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the above statutes. Under Article 10(e), the authority may object to
provisions whereby the innovations, improvements or developments
made by the transferee to the technology originally transferred must be
assigned or licensed to the original transferor. This provision applies
regardless of whether the grant-back is gratuitous. 3°' Provisions
whereby the transferee grants to the transferor a right of first refusal on
his improvements, developments or inventions are also prohibited. A
possible exception to this restriction is a clause in which a right of first
refusal is required but is not coupled with a provision limiting the price
at which the original transferor will be entitled to purchase rights over
the improvements. Since the transferee can receive adequate considerimprovements in this case, the clause may not fail under
ation for the 305
Article 10(e).
Also restricted are pooling agreements whereby the contracting
parties agree to exchange the knowledge they obtain in a certain area.
from Article 10(e) by the
The transaction; however, may be excluded
30 6
reciprocity exception discussed below.
Finally, provisions requiring the transferee to assign the innovations, improvements or developments he makes on the original technology to the original transferor at the termination of the agreements are
prohibited." 7
The practical effect of the restrictions on grant-back clauses is
highly limited by the reciprocity exception provided for in Article 10
Section (e). Under Article 10(e) an otherwise prohibited grant-back or
other provision will be permitted if the transferor reciprocally grants to
the transferee the right to receive improvements or developments made
by the transferor to the originally transferred technology. Article 10(f)
dictates, however, that generally the transferor is obligated to grant to
the transferee rights over improvements on the transferred technology
that the transferor may develop during the term of the agreement. It
appears then, that the reciprocity exception would be applicable in all
304. O'FARRELL, supranote 15, at 63. O'Farrell appears to think that the restriction only
applies where there is no consideration for the grant-back. But this follows from a confusion
with the reciprocity provided for by the last part of Article 10(e). See text accompanying
notes 307-308, infra. The law does not make any distinction between free and onerous
grant-back clauses. It is clear, however, that the authority will take a less restrictive attitude
towards grant-back clauses which provide compensation for the local party.
305. Otamendi, supra note 92, at 8. Otamendi believes that rights of first refusal do not
fall under Article 10(e)'s restriction.
306. See Otamendi, supra note 92, at 8. The reciprocity exception is not automatically
applicable to pooling agreements since the latter may be subject to complex provisions
whereby the position of the members of the pool is not identical or equivalent.
307. See SUMMARY, supra note 271, at § IV.
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transactions. In practice, however, the reciprocity exception is construed to require more than merely allowing the transferee to receive
rights to improvements under Article 10(f). -If the transferee must, for
example, pay for the technology and its improvements and the grantback is free of charge, the agreement may not be considered reciprocal.
Any provision leaving the transferee in a worse position than the transferor regarding the improvements would not bring the exception into
play.
While the reciprocity exception significantly limits the practical effects of Article 10(e), the exception is consistent with the general purposes of the law in giving an additional incentive to the transferor to
supply the innovations he may develop during the life of the agreement. It should be remembered that the likelihood of improvements by
the transferor is much greater than that of innovations by the transferee.3 o8
6. Improvements Developed by the Transferor. The provisions of
Article 10 regulate transfer of technology transactions by granting the
authority several statutory grounds for withholding registration from
transactions containing objectionable clauses. Article 10 Section (f)
adopts a different mechanism, making agreements which do not include the grant of rights to the transferee to receive improvements developed by the transferor on the original technology transferred,
subject to rejection by the authority. The provisions of Article 10(f)
differ, however, from the compulsory clauses provided for by Article 7
of the law.309 Section (f) requires the transferor to undertake a specific
obligation. Section (f) is also not precisely compulsory but more in the
nature of a guideline since it may or may not be enforced by the authority.310 It also differs from the implicit provisions found in Article
831 in so far as Article 8's provisions are enforceable regardless of
308. See O'FARRELL, supra note 15, at 62. This author is of the opinion that the treatment of the improvements supplied by the transferee should not be viewed under the same
light as the improvements supplied by the transferor. The transferee is paying to receire
technology. It appears most unusual, therefore, that he should pay for the "right" to supply
technology to the original transferor. This point is frequently overlooked by the authors
dealing with the topic. See, ag., JJ. BURST, supra note 276, at 206. The reciprocity exception is also applied in Mexican practice. See SUMMARY, supra note 271, at § IV. Under the
guidelines followed by the Mexican authorities, the reciprocity must at least be met with
regard to territory, exclusiveness and.payments. It is likely that these minimum requirements will be followed by the Argentine authority.
309. See text section II(D)(l)-(6), supra.
310. See text accompanying notes 256-64, supra.
311. See text section II(D)(7), (12), supra.
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whether they are included in the text of the transactions subject to the
law, while the provision required by Article 10(f) becomes effective
only when included in the text of the transaction agreements, whether
included directly by the parties or by the intervention of the author2
ity.31
Article 10(f) is not applicable to trademark transactions, but it relates to all transfers of technology even if it is unlikely that improvements will be developed, e.g., license agreements and agreements for
the transfer of specific know-how. It is clear, however, that the authority is less likely to require the inclusion of the improvement clause in
these transactions than in those which provide for a flow of technical
assistance to the transferee during the entire term of the agreement. t3
Clearly, the enforcement of improvement provisions may be in
practice difficult and would largely depend upon the definition of the
word "improvements." In patent law, the word has a specific meaning,
clearly provided by the statutes and the courts.3 14 Though patent law is

closely related to transfer of technology law, the word "improvements"
for the purpose of the latter should be understood in light of economic
considerations. The definition of "improvements" should exclude inventions or improvements which would result in a substantial economic change for the user, even if they are "improvements" under
patent law.31 5 For purposes of transfer of technology regulation, "improvements" should include innovations in the same economic field
covered by the original transaction, but which would be independent
312. This result follows from the fact that registration of a transaction may be denied if it
does not include the improvements provision required by Article 10(f). It may be inferred
that the drafters of the law considered that no obligation exists regarding the improvements
if it is not included in the text of the contract. The same result may be obtained through the
application of the law of contracts. But see J.J. BURST, supra note 276, at 37.
313. This result follows from the text of the article. Obviously the authority takes into
account the nature of the different transactions involved. For example, when a contract is
entered into for the supply of technicians ihat will aid the transferee in starting a complex
procedure, it is unlikely that the authority will require any provision regarding improvements that the transferor may develop in the same technical area, since this would be alien
to the type of performance upon which the interest of the parties is focused. In the case of
technical assistance contracts, the obligation to disclose the improvements developed by the
transferor is frequently part of the principal purpose of the agreement, which would lose
much of its meaning without it. On the other hand, license agreements based on the existence of a specific patent are not generally entered into with subsequent improvements in
mind.
314. See Law Il1, arts. 27-32 (Argen. 1864).
315. E.g., where an agreement for the disclosure of certain know-how has been entered
into by the parties and the transferor develops a new patentable invention which requires
the use of the original know-how, but which implies a totally new production method from
an economic viewpoint and whose value is well over the original know-how's price.
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inventions when considered in the light of patent statutes.3 1 6 In any

event the problem of the construction of improvement provisions is not
solved by transfer of technology statutes, but is left to the general principles of contract law.
The parties are free to determine the consideration to be paid and
the method of payment for the improvements transferred under the

provisions required by Article 10(f) within the limits provided by Article 10 Section (d).3 17

7. Tran eror'sLiability. Article 10(g) of the law includes a provision that, although based upon Article 6(d) of the 1974 law, is a very
significant innovation in the field of regulation of transfer of technology. As did its predecessor, Article 10(g) allows the authority to object

to provisions whereby the transferor exempts himself from liability to
the transferee or third parties for defects in his performance under the

registered transaction. This article also defines the limits of the transferor's liability under transfer of technology transactions and restricts
the waiver of such liability. Normally, the rights and obligations aris-

ing from such transactions is left to private law, particularly that embodied in the Civil Code. But this provision is substantially more

elaborate and more detailed than the comparable Civil Code rules. 18
Article 10(g) does not require inclusion of any specific provision

on liability in the registered transaction3 19 Rather, it includes special
rules on the transferor's liability, which are applicable unless the au-

thority approves a waiver of such liability in the agreement by the
transferee. Section (g) deals only with liability arising from defects in
the transferor's performance. The non-performance of the transferor's

for the transferee's purobligations or the unfitness of the technology
3
poses are dealt with elsewhere in the law. 2
316. E.g., an invention which may be patented independently from the original technology transferred but which performs the same economic function as the latter and does not
imply any substantial change in the technical background of the industry in which it is used.
317. See Otamendi, supra note 92, at 4.
318. See, ag., ARGEN. CIv. CODE, arts. 519, 1109. The Civil Code provisions on contractual or tort liability are few and of a very general nature. In the case of torts, in particular,
the main body of rules has been developed by the courts, on the basis of a very limited
number of statutory provisions. Thus, the exceptional nature of Law 21.617, art. 10(g) is
even more apparent, since it is one of the few statutes on tort liability found in Argentine
law.
319. The parties, however, may include such provisions, as long as the liability provided
for by Article 10(g) is not restricted.
320. In the case of nonperformance, the Civil Code breach of contract rules become applicable. Though there are no special provisions on the matter in the law, it is unlikely that
the authority will permit substantial limitations of such rules in the registered acts. Regard-
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Article 10(g)'s provision covers direct liability to the transferee as
well as liability to third parties. It restricts agreements in which the
transferee promises to undertake liability to third parties that may result from the transferor's defective performance or in which the transferee promises to indemnify the transferor for such liability.
Section (g) also limits the waiver of the transferor's liability for
defective performance to waivers approved by the authority. Any
waiver of liability included in the agreement between the transferor
and the transferee cannot affect the transferor's liability to third parties.
It follows, therefore, that the limitation applies only to waivers of liability to the transferee or to clauses in which the transferee agrees to
undertake the transferor's liability to third parties.32 '
Article 10(g)'s restriction may be extended to other provisions having a similar effect; for example, a clause requiring the transferee to pay
the insurance premiums on the transferor's liability insurance against
defective performance.322 It is also applicable when the transferor's liability is limited to a given amount.323
The transferor's liability for defects in his performance, 324 as defined in the second part of Article 10(g), includes liability arising from
the infringement of industrial property rights of third parties. 325 The
transferor is also liable due to any damages under applicable legal provisions, suffered by the transferee or third parties as a direct and immediate result of the correct use of the transferred technology according to
the transferor's instructions. Regarding liability for damages resulting
from the proper use of the transferred technology, Article 10(g) only
ing the fitness of the technology, Article 8(a) is applicable. See text section lI(D)(8), stera,
Article 8(a)'s mechanism is similar to Article 10(g)'s, since it provides a special warranty
which may be waived only with special permission of the authority. It differs, however, in
that it focuses on the transferor's contractual liability, while Article 10(g) deals with the
transferor's tort liability.
321. See ARGEN. CIV. CODE, art. 1199.
322. But the risk assumed by the transferor must play a part in the evaluation of the
consideration to be paid by the transferee, as provided in Article 10(d). See text section
II(F)(4), supra.
323. Contra, Otamendi, supra note 92, at 8. Otamendi's construction appears to be based
upon the fact that article 10(g) only attacks explicitly the provisions that "exempt" the transferor from liability. But it is unlikely that the authority will follow such a narrow construction of the word "exempt," not including within Article 10(g)'s scope contractual provisions
that only limit the transferor's liability. See also Commentary, supra note 1, at 3-4.
324. Article 10(g) applies both to transfers of technology and to transactions in trademarks. In the second case, the principal cause of liability is the infringement of a third
party's rights.
325. E.g., in a know-how agreement, a valid patent on the know-how, owned by a third
party.
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supplements existing law, in view of its reference to "applicable legal
'
Nevertheless Section (g) has practical effects, since it
provisions."326
defines the liability with express reference to transfer of technology
transactions, while the other applicable statutory provisions are far
more general in scope. The law restricts the possibility of including
provisions waiving the transferor's liability for industrial property
rights infringements and expressly places the burden of such infringement on the transferor, a matter not previously settled by Argentine
technology statutes.327 The determination of the nature of liability as
contractual or in tort is left to the applicable private law rules.323
Finally, Article 10(g) does not exclude the possibility of other
sources of liability to the transferor,329 though the waiver of other types
of liability does not fall under Article 10(g)'s restriction.
8. Exclusive Supply Clauses. A connection between antitrust and
transfer of technology statutes may be found with regard to exclusive
supply clauses. Both the Argentine antitrust law 33° and the transfer of
technology statutes 33 ' include provisions limiting such clauses. The
limits and effects of these provisions are not, however, identical. Violations of the antitrust law result in criminal sanctions and, therefore,
antitrust provisions are narrowly construed.332 In contrast, the transfer
of technology provisions are part of an economic regulatory structure
and are, therefore, broadly interpreted in order to effectuate the law's
purposes. The legal effect of Article 10(h) is to permit the authority to
reject the registration application of a transaction including an exclusive supply clause.333
Article 10(h) applies to provisions that impose the obligation on
326. The same result may be obtained, however, from general civil law provisions. See,
eg., ARGEN. CIV. CODE, art. 1178.
327. Such provisions are, in particular, the Civil Code rules on contractual and tort liability.
328. Generally, it will be contractual liability. See ARGEN. CIv. CODE, art. 1107.
329. E.g., when the transferor supplies defective technology with the intent to damge the
transferee, he may be held liable for indirect damages thus caused. See ARGEN. CIv. CODE,
art. 521.
330. Law 12.906, art. 2(b) (Argen. 1945).
331. See Law 21.617, art. 10(h) (Argen. 1977).
332. See Law 12.906, art. 3 (Argen. 1945). The cases in which sanctions have been imposed under Argentine antitrust law are extremely limited. Thus, even though a high
number of transfer of technology transactions include exclusive supply clauses and have
been objected to by the authority on that ground, there are no cases in which such clauses
have resulted in criminal penalties under the antitrust law.
333. See Law 21.617, art. 10, para. 1 (Argen. 1977).
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the transferee to acquire raw materials, intermediate products or capital goods from a specified origin or source of supply. 334 The authority
should, however, adopt a permissive attitude towards exclusive supply
provisions that have the purpose of assuring the quality of the transferee's production,335 or provisions that are based upon the transferor's
industrial property rights. 336 Article 10(h)'s restriction should be extended to clauses relating to the purchase
of services 337 or other goods
338
text.
its
by
not covered expressly
Article 10(h) is applicable regardless of the identity of the source
of supply, Le., whether it is the transferor, a third party, or a local or
foreign supplier.339 It is applicable regardless of whether the transferee
is only required to give the transferor an option to supply certain
goods, materials or services to the transferee.340
In case an exclusive supply provision is permitted by the authority,
the price of the supplied items is regulated by Article 8(c).34'
9. Condition of Sale. Article 10(i) restricts the possibility of including in technology transfer agreements two types of provisions
clearly enjoined by Argentine antitrust legislation: 42 1) contractual
clauses which dictate to the transferee the sales price he may charge to
wholesalers, retailers, the public or the transferor whether it be a minimum, or maximum price, or one left to the determination of a third
334. Similar provisions may be found under other Latin American statutes and in previous Argentine rules. See Brazilian Normative Act 15, arts. 2.5.2(b)(ii), 3.5.2(c)(ii),
4.5.2(d)(ii), 5.5.2(d)(ii), 6.5.1(c) (Braz. 1975); Mexican Transfer of Technology Law, art.
7(VI) (Mex. 1972); ANDEAN CODE, art. 20(a); Law 19.231, art. 3(e) (Argen. 1971); Law
20.794, art. 6(a) (Argen. 1974).
335. Otamendi, supra note 92, at 9. The author points out correctly that in such cases the
same result may be achieved by requiring that the transferee's raw materials meet certain
specifications, so that a strict exclusive supply provision would be unacceptable. But provisions requiring that purchases of raw materials meet certain specifications may appear to be
objectionable either under Article 10(h) or under Article 10(k) so that it will always be necessary to justify the provisions before the authority. See text section II(F)(I 1), infra.
336. E.g., where the transferor owns a patent on the raw materials to be used by the
transferee. Otamendi's objection (seesupranote 335) is also extended to this case, so that an
option to use the raw material subject to patent rights would be more likely to be accepted
by the authority.
337. E.g., computer services.
338. E.g., consumer goods to be marketed by the transferee.
339. The same rule is stated in other Latin Americai statutes. See note 334, suzvra.
340. Options in favor of the transferee do not fall under Article 10(h)'s restriction. The
same rule is followed under Mexican law.
341. See text section II(D)(10), supra.
342. See SUMMARY, supra note 271, at § VI.
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party;343 and 2) contractual clauses requiring the transferee to discriminate between its customers by applying unequal conditions to the sale
of equivalent merchandise or services. 3 "4
Under the Argentine antitrust statutes 5s resale price maintenance
provisions are permitted when the products sold under such provisions
are protected by patents or trademarks. This exception does not apply
under the transfer of technology rules. The reason for different treatment is that the transfer of technology law tries to prevent all forms of
regulation of the transferee's production or marketing by the transferor.346 Hence, once a foreign patent holder decides to produce
through a local licensee, he partially waives his statutory monopoly
over the subject matter of the patent. 47
Another difference between the antitrust and the transfer of technology rules is that the latter's restriction on resale price maintenance
also applies to sales to the transferor. The sales price between the parties to an agreement subject to the law must be determined in accordance with Article 8(c). 348 When the royalties payable under such an
agreement are calculated as a percentage of the transferee's sales, the
transferor has a direct interest in maximizing the value of those sales.
This could lead the transferor to require price levels in conflict with the
transferee's interests. This situation is, of course, restricted by Article
10(i), so that the parties will usually agree upon a fixed royalty per unit
sold as long as the procedure for the determination of royalties is acceptable under Article 10(d).3 49

Article 10(i) supports the principle that all sales transactions between the transferor and the transferee regarding the products manufactured under a transfer of technology agreement subject to the law
are objectionable. Since a valid sale must have a fixed or determinable
price, 350 it follows that if a sales agreement is entered into as part of, or
as a condition to the existence of, a transaction directly subject to the
law, the sales price determination objection would be applicable. The
343. See Otamendi, supra note 92, at 9.
344. Sale conditions provisions are also objectionable under the following statutes: Brazilian Normative Act 15, arts. 2.5.2(b)(i), 3.5.2(c)(i), 4.5.2(d)(i), 5.5.2(d)(i), 6.5.2(c) (Braz.
1975); Mexican Transfer of Technology Law, art. 7(XI) (Mex. 1972); ANDEAN CODE, art.
20(b).
345. See Law 12.906, art. 2(g) (Argen. 1945).
346. See Law 21.617, art. 10(k) (Argen. 1977).
347. See also United States v. General Electric Co., 272 U.S. 476 (1926).
348. See text section II(D)(10), supra.
349. See text section II(F)(4), supra.
350. See ARGEN. CIV. CODE, art. 1355.
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invocation of the objection by the authority will depend upon the reasons for the sale.35 ' It is likely, however, that if the price is determined
through a reference to the procedure under
Article 8(c), 352 the objection
353
will not be applied by the authority.
10.

Appointment of Personnel. Article 10() allows the authority

to object to contractual provisions in which the transferee is obliged to
employ personnel selected by the transferor and to pay the compensation of such employees. 354 This article also applies to clauses which
require the transferee to hire personnel selected by a third party.355
There are several exceptions to this rule.
A requirement that employees be selected by the transferor will
withstand the authority's scrutiny if (1) such employees are indispensable to the use of the transferred technology and (2) the employees are
compensated in accordance with international standards. 35 6 The limitation of Article 10(j) will also not apply when the compensation payable to the employees to be selected by the transferor is not payable by
the transferee. It is clear that in this case the cost of the employees will
be passed on to the transferee, but if the payments to the transferor
reflecting such costs do not exceed the limits set in Article 10(d), the
employment costs would not be objectionable.357
When the standards to be met by certain employees are set by the
351. If the purpose of the sale is to protect the transferor's industrial property rights, Law
21.617, art. 10(k) could be applied as a defense to the transaction's validity. See text section
II(F)(I 1), infra.
352. See text section II(D)(10), infra.
353. See Correa, supra note 18, at 348. Article 8(c), however, supports the principle
mentioned in the text, since it fixes the sales price for instances where the transferee "has no
alternative" other than to sell to the transferor, thus indicating the exceptional nature of
such sales.
354. For comparable Latin American statutes, see: Brazilian Normative Act 15, arts,
2.5.2(b)(i), 3.5.2(c)(i), 4.5.2(d)(i), 5.5.2(d)(i), 6.5.2(c) (Braz. 1975); Mexican Transfer of Technology Law, art. 7(X) (Mex. 1972); ANDEAN CODE, art. 20(a); Law 20.794, art. 6(g) (Argen.
1974).
355. Although such a provision would not fall under the strict limits of article 10(j), it is
clear that the "transferee's independence" mentioned in the Commentary (sqvra note 1)
would be restricted as much by a direct appointment of personnel by the transferor as by an
indirect one through a third party.
356. Law 21.617, art. 10(j), second part (Argen. 1977). See also text section II(D)(10),
supra.
357. See text section II(F)(4), supra. If the transferor imposes the employment of certain
personnel at his own expense, the provision could be objected to under Article 10(k), as an
improper regulation of the transferee's production, but could not be objected to under Article 100).
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transferor,358 but the latter does not determine, directly or indirectly, 3"9
the identity of such employees, 360 a clause to that effect would not be
objectionable.
Finally, where the contract's main object is the supply of direct
technical assistance to the transferee in the form of personnel that will
work directly in cooperation with the transferee, the selection of such
personnel by the transferor will not be objectionable.361 Under Article
8(b), however, the transferor is required to train the transferee's own
personnel to make adequate use of the transferred technology, 62 so
that the provision of personnel by the transferor is still subject to scrutiny by the authority.
A shortage of competent technicians in Argentina does not by itself sustain an appointment of personnel provision, since the transferee
could profitably hire such personnel from a source, albeit foreign, other
than the transferor.363
11. Control over the Transferee'sProduction or Marketing. Section (k) of Article 10 provides that the authority may object tq any
clause which restricts the transferee's control over production or marketing unless the restriction is necessary for the protection of the transferor's industrial property rights. This provision is in accordance with
Article 10's purpose to prevent undue restrictions on the transferee's
control over his business.3 "4 Article 10(k), following its predecessors in
Argentine law365 and Latin American statutes, 3 66 encompasses a wide
variety of provisions and its limits are defined by the decisions of the
authority. The authority has not applied Section (k) inflexibly but has
adapted its application according to the particular conditions of the
358. E.g., requiring that the employees that will handle the technology shall meet certain
minimum training standards. Such a requirement could be necessitated by the liability provisions in Article 10(g). See text section II(F)(7), supra.
359. By imposing conditions so strict that they may only be met by a limited number of
individuals within the transferor's control or outside the transferees reasonable hiring
power, the transferors could indirectly determine their identity.
360. See Commentary, supra note 1, at 3-4, where reference to the transferees independence is made in connection with Article 10(j).
361. These contracts are clearly permissible under the law, provided that they meet the
general requirements of Article 6(a).
362. See text section II(D)(9), supra.
363. But c SUMMARY, supra note 271, at § X.
364. See O'FARRELL, supra note 15, at 65.
365. Law 19.231, art. 3(d) (Argen. 1971); Law 20.794, art. 6(b) (Argen. 1974).
366. See Brazilian Normative Act 15, arts. 2.5.2(b)(i), 3.5.2(c)(i), 4.5.2(d)(i), 5.5.2(dXi),
6.5.2(c) (Braz. 1975); Mexican Transfer of Technology Law, art. 7 (111) (Mex. 1972); ANDEAN CODE, art. 20(c).
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transaction.367
The imposition of maximum or minimum production levels is generally considered to be an unacceptable restriction on the transferee's
power of decision. 368 Arguably, such provisions are an extension of the
industrial property rights belonging to the transferor, particularly
where patents are involved. 369 Nevertheless it is unlikely that370the "protection" exception will be deemed applicable in these cases.
Provisions concerning the quality of the transferee's production
are more likely to be permitted under the "protection" exception, particularly when the production is marketed under a trademark.3 7 t The
transferor has a legitimate interest in the quality of the transferee's production in light of any liability which may arise from defects in such
production.372 He also is interested in assuring that the sales, on the
basis of which royalties will be calculated, are adequate. 73 The requirement that a licensee make a minimum productive effort so as to
prevent the automatic expiration of a patent 374 is clearly acceptable
under the "protection" exception.375
*Provisions prohibiting the manufacture and sale of competitive
products may be objectionable. Such provisions restrict the transferee's
opportunity to use his own technology, an effect which is contrary to
the law's purpose. 376 It should be added that contractual provisions
prohibiting the manufacture and sale of competitive products by the
367. The broad scope of Law 21.617, art. 10(k) is explicit in the Commentary (sturanote
1) which states that the provision "will prevent any type of abuse that may be imposed,"
Evidently, where a transfer of technology is deemed as especially advantageous to the country, objections are less likely to arise. Nevertheless, it is possible to infer general guidelines
from the authority's decisions up to this date.
368. See Correa, supra note 18, at 347. Contra, Otamendi, supra note 92, at 9, as to
minimum production requirements. Regarding the latter, it should be considered that if the
transferor desires to ascertain a minimum royalty, this may be directly provided, without
forcing the transferee to engage in a production which he considers unprofitable and, which
therefore probably implies a waste of resources.
369. In the case of patents, the patent owner has the statutory right to restrain production
at his will. In the case of secret know-how the same result may be achieved de aco by
withholding the necessary information.
370. The same principle may be found in American antitrust law. See, e.g., A.D. NEALE,
THE ANTITRUST LAWS OF THE U.S.A. 307 (1970).
371. Provisions regarding the quality of products carrying the transferor's trademark
would be an extension of the implicit provision included in Law 21.617, art, 8(e). See text
section II(D)(12), supra.
372. See Law 21.617, art. 10(g) (Argen. 1977). See also text section II(F)(7), supra.
373. See Otamendi, supra note 92, at 9.
374. See Law 111, art. 47 (Argen. 1864).
375. See Otamendi, supra note 92, at 9.
376. See Law 21.617, art. 10(1) (Argen. 1977). See also text section II(F)(12), lfra.
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transferee
are not likely to be attacked under antitrust 377 or contract
8
37

law.

Provisions requiring the transferee to market his production
through agents appointed by the transferor, 3 " or that prohibit the
transferee from using his own trademarks may also be the subject of an
objection.380
The transferor's right to participate in the management of the
transferee is objectionable under Article 10(k).3 8 t It is however generally accepted that the transferor may inspect the books and premises of
the transferee to insure the adequate performance of the contract's provisions. 38
Provisions regulating the use of raw materials or machinery
by the
383
transferee are enjoined by other provisions of the law.
An issue which created substantial difficulties under the previous
Argentine statutes on transfer of technology was that of the transferor's
right to enjoin the transferee from continuing production with the technology supplied in compliance with a registered transaction, after the
expiration of the agreement embodying the transaction. 3 Under the
1974 law a distinction was made between cases where the technology
was protected by a patent and those where it was not protected. In the
first case, the immediate effect of Article 7 of the 1974 law and of patent
law was to allow the transferor to enjoin additional production by the
transferee, during the term of the patent but after the period of the
agreement. 385 In the case of unpatented know-how, it was understood
that the transferee could continue using such know-how beyond the
expiration of the agreement, and provisions contrary to such continuous use were invalid.3 86
377. Antitrust statutes may apply if the overall effect of the transaction is to limit competition in a particular market. See Law 12.906, art. 2(d) (Argen. 1945).
378. See JJ. BURST, supra note 276, at 212-22.
379. See Correa, supra note 18, at 347.
380. Cf. Law 21.617, art. 10(1) (Argen. 1977). See Correa, supra note 18, at 347.
381. The transferor may participate in the transferees management if the transfcror is
paid in shares of the transferee's stock. The transferors participation may be limited. See
Law 21.617, art. 12 (Argen. 1977).
382. Cf. SUMMARY, supra note 271, at § III.
383. Law 21.617, art. 10(h) (Argen. 1977). See text section II(F)(8), supra.
384. Under Law 19.231, the issue was treated as a restriction of the transferees production, objectionable under Article 3(d) of that statute, similar to Article 10(k) of the law.
Under Law 20.794, the transferors right to enjoin production after expiration of the agreement was expressly limited by Article 7.
385. This possibility was eliminated by requiring indirectly that the duration of the
agreement be coextensive to that of the patent. See Correa, supra note 18, at 350.
386. See Correa, supra note 18, at 349.
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The new law leaves the question of the transferee's right to continue using the transferred know-how at the end of the agreement to
trade secrets law and contract law. It appears, however, from the rather
confusing remarks of the Commentary 38 7 that such right may be regulated through a mutual agreement between the parties, provided that
the general conditions included in Article 10 are met. 38 8 Article 10(k)'s
objection is, therefore, apparently
applicable to post-expiration provi38 9
sions on the use of know-how.
12. Development of the Transferee'sTechnology. A general cause
for concern to the drafters of Latin American transfer of technology
statutes has been the protection of local sources of technology. The
intangible nature of technology and the isolation of Latin American
countries from foreign know-how makes the encouragement of local
technological development through the raising of trade barriers impractical and undesirable. Such barriers would hinder local technological innovation and stunt the economic growth of the region. The
statutory protection of local innovation has, therefore, been implemented by forbidding transfer of technology agreements which restrict
the development of local know-how. 390 These agreements usually restrict the use of competitive local technology and do not directly restrict
research or innovation by the transferee. Article 10(1) of the law is,
therefore, directed against competitive technology restriction clauses.
Since these clauses are also objectionable under Article 10(m), the
question as to whether Section (1)or Section (m) is applicable arises in
each case.
Section (m) provides generally that any clause in a transfer of
technology agreement that restricts the transferee's use of technology
competitive with that provided by the transferor, is subject to objection,
unless the clause is necessary to protect the transferor.39' Section (1)
387. Commentary, supra note 1, at 4.
388. Id. Regarding technology protected by patents, the same principle included in Law
20.794 is maintained, except that the duration of the license may be shorter than that of the
patent.
389. A similar rule is followed under Mexican law. See SUMMARY, supra note 271, at
§ XIII. A policy contrary to post-expiration restrictions on the transferee is also followed in
American antitrust law. See, e.g., Scott Paper Co. v. Marcalus Mfg. Co., 326 U.S. 249
(1945).
390. See Brazilian Normative Act 15, arts. 2.5.2(b)(iv), 3.5.2(c)(iii), 4.5.2(d)(iv),
5.5.2(d)(i), 6.5.2(c) (Braz. 1975); Mexican Transfer of Technology Law, art. 7(v) (Mex. 1972);
Law 20.794, art. 5(b) (Argen. 1974).
391. See text section II(F)(14), infra. Undoubtedly, the same qualification is considered
by the authority when the use of the transferee's own technology is restricted, but the fact

No. 1]

Argentine Transfer of Technology Law

specifically makes objectionable clauses which limit the use by the
transferee of his own technology without any regard for the transferor's
protection. Under the civil law construction rule that a specific provision governs over a general one,3 92 Article 10(1)'s rule against the limitation of use by the transferee of his own technology should be
considered as a specific case of Article 10(m)'s rule, to3 93which a more
stringent standard should be applied by the authority.

An example of a restricted clause under Article 10(1) is one which
limits the use of the transferee's own technology for the manufacture of
licensed goods. A provision limiting such use could be sustained if it
were proven necessary to protect the licensor from tortious or contractual liability.394 Also objectionable would be a clause limiting the use
of the transferee's own technology for the manufacture of goods sold
under the transferor's trademark. The transferor has a legitimate interest in the goodwill attached to his trademark which could justify certain clauses restricting the use of the transferee's technology in such
manufacture. 395 The authority will probably view such provisions unof local technology
favorably as the law encourages the development
396
over the local use of foreign trademarks.
A clause restricting the use of technology developed by the transferee from know-how assigned under an agreement, for the production
of goods that will compete with the transferor's production will also fall
under the scrutiny dictated by Article 10(1). Although the transferor
has a clear economic interest in restraining such use, it is highly unlikely that the authority will sustain the restraining provision, since it
would conflict with the policy of eliminating limitations on competition
and promoting the free marketing of the3 9 transferee's production expressed in other provisions of Article 10. 1
13. Jurisdictionand Choice of Law. The law does not establish
any particular jurisdiction in which suits arising under technology or
trademark agreements must be brought. Nevertheless, Article 10(1)
that the damages caused to the transferor are not mentioned in article 10(1) shows that the
policy of the law is stricter in the case of restrictions to the use of the technology developed
by the transferee.
392. See G. CABANELLAS, REPERTORIO JURIDICO 143 (1972).
393. See O'FARRELL, supra note 15, at 65-67.
394. E.g., the tort liability covered under article 10(g) of the law or contractual liability
in connection with the performance of the licensed products. See text section II(F)(7),
supra. See also Otamendi, spra note 92, at 9.
395. See Law 21.617, art. 8(e) (Argen. 1977).
396. See Commentary, supra note 1, at 2.
397. See Law 21.617, art. 10(c), (k) (Argen. 1977).
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provides that all such suits against the transferee must be brought in
Argentine courts in order for a judgment to be enforceable in Argentina. The transferee may sue the transferor in any court having jurisdiction over the transferor's domicile and a judgment rendered in such
a court will be given full faith and credit in Argentina. The parties may
not agree to bring suit in any other jurisdiction. 98 The same jurisdictional limitations apply to arbitration clauses, where the decision of the
arbitrators is not subject to the Argentine courts' scrutiny.3 99
Contractual clauses providing that non-Argentine law is applicable to a transaction that would fall under the law's terms are invalid.
Such clauses will not be allowed by the authority, since their invalidity
results not only from Article 10(l)'s express rule on the matter but also
from the provisions of Articles 1, 2 and 3 of the law.4°°
14. Competitive Technology. The law follows its predecessor regarding clauses restricting the use of competitive technology by the
transferee."° As discussed above, 402 Article 10(m) expressly provides
that the use by the transferee of technology competitive with that provided by the transferor may be restricted by the parties' agreement only
when necessary for the protection of the transferor. It is probable that
a policy similar to that developed under Article 10(1) regarding the use
of the transferee's own technology will be followed in determining
when the "protection" exception will apply.40 3
15. Harmful Technology. The last paragraph of Article 10 of the
law includes a very broad provision allowing the authority to refuse
registration to agreements involving the transfer of technology it deems
harmful to the country. This provision in effect gives the authority a
free hand in registering transactions since it is not likely that courts will
interfere with the authority's discretion in deciding the effect of
398. See Commentary, supra note 1, at 3; Correa, supra note 18, at 346. The authority,
however, may waive the jurisdiction requirements included in Law 21.617, art. 10(11). See
Otamendi, supra note 92, at 10.
399. But see Correa, supra note 18, at 346, where the author under a similar provision
included in Law 20.794, opined that the arbitrators had to be Argentine.
400. A different result would make the law's system useless, since its provisions could be
made inapplicable by the party's agreement to be subject to the law of a different jurisdiction.
401. See Law 20.794, art. 6(e) (Argen. 1974).
402. See text section II(F)(12), supra.
403. Id. Any extensive regulation by the transferor of the transferee's technology choice
would fall under the "control of the transferee's production" prohibition included in Law
21.617, article 10(k). See text section II(F)( II), supra; O'FARRELL, supra note 15, at 67.
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purchasing foreign technology. 4 It may be argued, however, that the
word "harmful" should be strictly construed to refer only to the technology that is physically rather than just economically harmful such as
weapons, drugs, etc. 4 5 This would certainly limit the effect of the
"harmful technology" objection. To date, the authority has made little
use of this objection.
G. Payments and Terms
Articles 11, 12 and 13 of the law provide for a simple set of regulations regarding the form of payment and the duration of transfer of
technology agreements subject to registration. These provisions are, to
a large extent, complementary to the restrictions included in Article 10
of the law, and assure a uniform construction of the restrictions included in that article.
1. Net Sales Value. Article 11 of the law defines "net sales
value" as the ex-factory invoice value after the deduction of discounts,
bonuses, returns, excise and value-added taxes, and other similar taxes.
The purpose of this definition is to give a precise meaning to the price
guidelines included in Article 10(d). 40 6 The law does not prohibit the
use of other measurements of "sales," as long as conversion is made to
the "net sales value" definition included in Article 11 when determining price. The authority generally requires that "sales," "net sales" or
"net sales value" be measured by the parties as provided in Article 11
to simplify the screening procedure.
A literal construction of Article 11's definition would make it only
applicable to sales of industrial products. It may be extended to agricultural or mining activities or to services, using as a basis for the calculation of net sales value the invoice price at the place of production. 07
2. Capital Contributions. Under preexisting Argentine legislation, it was generally impossible to capitalize technology or trademarks
subject to transfer of technology legislation."' Article 12 of the law
404. See O'FARRELL, su.pra note 15, at 68-71.
405. Id. The author mentions other cases which may fall under the "harmful technology" objection, based on the economic effects of the know-how to be imported, eg., technology which may have crippling effects on an established industry, industrial methods which
may cause widespread unemployment, etc.
406. See text section II(F)(4), supra; Otamendi, supra note 18, at 12.
407. Article 10(d) of the law expressly applies to sales of services, thus allowing for an
extensive construction of Article 11.
408. See Law 20.794, art. 15 (Argen. 1974).
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now authorizes the treatment of technology or trademarks as capital
contributions to the transferor, provided there is compliance with the
law. The parties must of course comply with the general provisions of
the law, and once they have done so, the authority must approve the
capital contribution. 40 9 The parties must also comply with foreign investments and business associations regulations.41 0
The provisions of the Business Associations Act 41 ' are highly restrictive, particularly in regard to capital contributions to corporations
or limited liability companies. It is generally more convenient for parties governed by this act to enter into a regular transfer of technology
agreement with the company to which the capital contribution will be
made, proceeding thereafter to capitalize the credit resulting from the
royalties payable under the agreement. In this way the spirit of Article
12 is maintained without infringing the letter of any other statutory
rule.
3. Duration. Under American antitrust law, restrictions have
been imposed on contractual clauses providing for the payment of royalties after the expiration of the patents under which such royalties accrued. 4 12 There are no such direct restrictions under Argentine law but
the same result is achieved through the regulation of the duration of
license and transfer of technology agreements 41 3 and through provisions that require payments made under such agreements be made only
during the stated life of the agreement.41 4
In regulating the duration of license and transfer of technology
agreements the law distinguishes between licenses granted under industrial property rights and transactions involving unpatented technology.
The duration of licenses granted under industrial property rights may
not exceed the term of such rights and their renewals. 415 This rule has
a substantial weakness in the4 16trademark area, since trademark rights
may be renewed indefinitely.
Under the second part of Article 13, the duration of "licenses for
409. See Decree 1885/78, art. I1 (Argen. 1978).
410. See also Studwell & Cabanellas, supra note 10, at 49, 57.
411. Law 19.550 (Argen. 1972). See Studwell & Cabanellas, supra note 10, at 49.
412. See, e.g., Brulotte v. Thys Co., 379 U.S. 29 (1964).
413. Law 21.617, art. 13 (Argen. 1977).
414. Id. arts. 24-25.
415. Id. art. 13, para. I.
416. Law 3975, art. 13 (Argen. 1900). O'Farrell points out that this difficulty may be
bridged by imposing lower royalty rates for the renewal periods. O'FARRELL, supra note 15,
at 75-76.
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the use of unpatented know-how" may not exceed the term of their
foreseeable obsolescense.4 17 This term is presumed to be five years, unless proof to the contrary is supplied. 418 The same rule applies to other
transactions not included in the first part of Article 13, particularly
technical assistance agreements and know-how sales. The law does not
forbid the renewal of a duly registered transaction if the renewal com419
plies with the law in other respects and is approved by the authority.
4. Taxes. The law does not expressly provide which party
should bear the burden of taxation resulting from royalties or other
payments made in compliance with registered agreements. The issue is
discussed by the Official Commentary which indicates that since there
is no provision in the law to the contrary, such taxation may be borne
by the transferee. The payments made by the transferee under a
"clear-of-taxes" covenant must be taken into consideration, however,
when the authority evaluates the propriety of the price to be paid by
the transferee for the transferred technology. 42 In the absence of an
agreement between the 42parties,
taxes on royalties and fees are to be
1
borne by the transferor.
H. Procedure

Both the law and the Decree 1885/78 include fairly elaborate provisions detailing the registration procedure. Two governmental agencies act in the registration process. The "implementing authority, ' '422 is
in charge of deciding issues raised by the registration procedure, particularly the acceptance or refusal of registration applications. 4 I The National Registry of License and Transfer of Technology Agreements acts
417. See O'FARRELL, supra note 15, at 76. The expression "licenses for the use of unpatented know-how" apparently contemplates the fact that in know-how sales the performance
by the transferor does not require any significant duration, ie., disclosure of the information
is sufficient for the transferors obligations to become executed. But the payment for the
know-how may be in the form of periodic royalty disbursements and, therefore, determination of the maximum duration of the agreement is as relevant as in other know-how transactions.
418. The burden of proving that a different obsolescence period should be applied bears
both on the authority and on the parties applying for registration, Le., whoever proposes a
period other than five years must supply the relevant information. See Otamendi, supra
note 92, at 13.
419. See Law 21.617, art. 26, Otamendi, supra note 92, at 13.
420. See Law 21.617, art. 10(d); Commentary, supra note 1,at 4. See aLa text section
II(F)(4), supra.
421. See Law 20.628, art. 98 (Argen. 1973).
422. See note 38, supra.
423. Law 21.617, art. 19 (Argen. 1977).
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as an advisory agency of the authority424 and is425in charge of the clerical
work connected with the registration process.
Transactions subject to the law must be presented for registration
thirty days after the date of their execution.426 If they are presented
during that period their approval is retroactive to the date of execution,
427
and if presented later they are only valid from the date of approval.
Apparently, however, retroactivity does not apply to payments to be
made by the transferee, which are only permissible after registration.428
Any of the parties to a transaction subject to the law may start the
registration procedure before the authority429 by presenting three copies of the instrument containing the transaction executed in the form
provided by the Decree 1885/78430 and additional information described in the application form supplied by the authority.43 ' Together
with the registration application both parties must designate a legal
domicile within Argentina.432 Within fifteen days after the application
is presented to the authority, it must notify the parties regarding any
deficiency in the submitted information or instruments. If no notifica433
tion is made it is presumed that the application is formally correct.
Within ninety days from the date the application is duly received,
the authority must grant or deny the registration application. If the
request is granted, the transaction is registered and a certificate of registration is extended to the parties. 434 If the authority objects to any aspect of the proposed transaction it must notify the parties about the
objection. The parties may contest the authority's position or request
the suspension of the registration procedure in order to amend the
424. Id. art. 14.
425. E.g., receiving the registration applications. See Decree, 1885/78, art 3 (Argen,
1978).
426. Law 21.617, art. 15 (Argen. 1977).
427. Id. The retroactiveness applies to the transaction as approved; in other words, if a
provision is amended as required by the authority for registration purposes, the original
provision is invalid as from the execution date. O'Farrell considers that this rule applies
only when substantial changes are proposed by the authority and introduced by the parties.
O'FARRELL, supra note 15, at 81.

428. See Law 21.617, art. 25 (Argen. 1977); Otamendi, supra note 92, at 15.
429. Law 21.617, art. 16 (Argen. 1977).
430. Decree, 1885/78, art. 4(b), (d) (Argen. 1978).
431. Id. art. 4(a).
432: Law 21.617, art. 17(c) (Argen. 1977).
433. Id. art. 18. No presumption regarding the approval of the transaction can be made
at this point. The authority may still require additional information for evaluation purposes. See O'FARRELL, supra note 15, at 85.
434. Law 21.617, art. 19 (Argen. 1977).
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agreement to conform with the authority's wishes.435 The authority
has
36
thirty days in which to rule upon the amended agreement
If the registration application is refused or if the terms within
which the authority must judge such application expire, the application
proceeds to the Secretary of Industrial Development who must make437a
final determination of the application within thirty days after receipt.
Article 23 provides that the final decisions of the authority and of the
Secretary of Industrial Development are to be published in the Official
Gazette.43 8 The purpose of this provision is to make public the
criteria
4 39
used by the intervening agencies in the registration process.
The final decisions of the authority and of the Secretary of Industrial Development may be appealed to the National Appeals Court for
Federal and Administrative Matters of Buenos Aires or to courts provided for in the Law of Administrative Procedure, 40 at the appellant's
election. 44
I. Other Provisions
Articles 24 to 33 of the law include a set of general provisions regulating the effects of registration of the transactions subject to the law,
the sanctions to be imposed upon infringers and the temporal relationship of the new statute with preexisting legislation.
1. Effects of UnregisteredTransactions. Under Article 24 of the
law, transactions which are required to be registered under Articles 1
through 3442 are null and void for all legal purposes if not registered or
if their registration has expired or has been cancelled. The only exception to this rule arises when the transaction has been presented to the
authority for registration within the time limit provided in Article 15 of
the law" 3 and the registration application has been denied. In such
case, if the transferor has furnished unpatented technology to the transferee before a final decision regarding the transaction is issued by the
435. Id. art. 20. Amendments must in all cases be by mutual consent of the parties to the
transaction. If no such consent is forthcoming, the registration procedure is stalled and the
registration application eventually cancelled by the authority.
436. Id. art. 21.
437. Id.

art. 22.

438. Id. art. 23.

439.
440.
441.
442.
443.

See Commentary, supra note 1, at 4.
Law 19.549 (Argen. 1972).
Law 21.617, art. 33 (Argen. 1977).
See text section HI(A), supra.
See text accompanying note 426, supra.
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authority, certain provisions included in the transfer of technology
agreement remain valid despite the voidness of the remainder of the
agreement. 4 Specifically, secrecy or confidentiality clauses whereby
the transferee agrees not to disclose the information received from the
transferors, clauses that provide for the return to the transferor of documents and other printed information disclosed under the agreement,
and clauses forbidding the subsequent use of the disclosed know-how
remain enforceable although the agreement is generally invalid because the authority refused to register it.44 5 The remaining provisions
of unregistered transfer of technology agreements are null and void
and their effects are governed by the Civil Code.
Under the Civil Code, the authority need not expressly declare
that an unregistered agreement is void in order for the voidness issue to
be argued. 446 Voidness may be raised in a dispute involving an unregistered transaction by any interested person other than the parties to the
transaction or may be declared by a judge without prior request by any
party. 7
The Civil Code further provides that the parties must return
whatever they have received under the void agreement." 8 If the parties
have failed to include a provision forbidding the use of disclosed knowhow beyond the period of the agreement it would be physically impossible to return the disclosed know-how to the transferor if already used
by the transferee. Since the law's aim is to avoid the unjust enrichment
of the transferee by virtue of the rejection of the registration application by the authority, an action for unjust enrichment by the transferor
against the transferee should be successful. 449
2. Authorized Payments. The moment when payments provided
for in transactions subject to the law may be made is determined by
Article 25. This provision authorizes payments abroad by the transferee only after the transaction has been registered. Payments made
before registration may result in fines against the payor.4 50 The same
rules apply in relation to the deduction of payments by the transferee
444.
445.
proved
446.

Law 21.617, art. 24 (Argen. 1977).
The enforceability of these clauses may not go beyond what is permitted in an aptransaction. See text accompanying notes 385-89, supra.
See ARGEN. CIV. CODE, art. 1038.

447. Id. art. 1047.

448. Id. art. 1052.
449. See Commentary, supra note 1, at 4-5; O'FARRELL, supra note 15, at 90.
450. Law 21.617, art. 30 (Argen. 1977).
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for income tax purposes. 451
A different rule is adopted for the transferor's performance. Performance may occur before registration, depending on the nature of the
performance. For example, disclosure of technology by the transferor
may validly take place before registration as long as Article 24's provisions are satisfied.452
3. Publicity. It is customary for transferees to advertise that their
production is made under a foreign license, so as to profit from the
goodwill associated with the transferor's name.45 3 To prevent any deceptive advertising, Article 27 of the law provides that only registered
agreements may be publicly disclosed by the parties as valid transfer of
technology transactions.
4. Confidentiality. Article 29 of the law states that registration
procedures and the transactions and information furnished by the parties shall be treated as confidential by the authority and the Transfer of
Technology Registry. This general provision is refined by Article 15 of
the decree which provides that the provisions of registered transactions
may be disclosed only when such information is required by any court
that has complied with the pertinent procedural rules, or by the Executive Power or any of its agencies for the performance of their duties.
This information, however, may not include the confidential technology supplied under registered transactions. 4s
5. Stamp Tax. The transactions subject to the law are generally
subject to a stamp tax which varies depending upon the nature of the
transaction and upon the province in which the transaction is executed
or performed. The law provides that this tax will be levied only after
the transaction has been approved 455 so as to prevent the taxation of
transactions that may be voided by rejection of the registration application by the authority.45 6
6. Lapse of Registration. The law, expressly and impliedly, pro451. See O'FARRELL, supra note 15, at 91. This author distinguishes correctly between
payments made under a transfer of technology agreement, and expenditures caused by the
drafting and negotiation of such a transaction. The latter are deductible regardless of the
final outcome of the registration application.
452. See O'FAtELL, supra note 15, at 99; Otamendi, supra note 92, at 15.
453. Id. at 93.
454. Decree, 1885/78, art. 15 (Argen. 1978).
455. Law 21.617, art. 28 (Argen. 1977).
456. See Commentary, supra note I, at 3-4; O'FARRELL, supra note 15, at 94.
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vides that in certain circumstances the registration granted a transaction will lapse. In such a case, the rights and obligations derived from
such registration terminate4 5 7 with the exception of obligations that
may have been included to protect the rights of the transferor against
the unauthorized use of secret technology.458 Registration lapses when:
(1) the term provided for in the registered agreement expires; 459 (2) the
transfer of technology agreement is not performed within the time limit
imposed by the authority, not to exceed two years from the date of
registration; 460 and (3) the true nature of the transaction is fraudulently
concealed or falsified during the registration procedure.46'
7. SanctionsAgainst Infringers of the Law. Article 19 of the decree provides for the imposition of fines upon those who perform transactions involving transfers of technology but fail to comply with the
law. Fines can range from one to twenty times the value of the infringing transaction or up to twenty million pesos (approximately twenty
thousand dollars) in the case of gratuitous transactions.462
Punishable acts include the performance of transactions which
have not been presented to the authority for registration, which have
expired, or which have been rejected for registration. Automatically
registered transfer of technology agreements which include provisions
that infringe the law and which have been performed by the parties are
also punishable by fine.463 Fraud in the registration of a transaction 4 6
and in the publication of information prohibited by Article 27465 will
also give rise to a fine.
II.

CONCLUSION

The new Argentine Transfer of Technology Law is part of a broad
statutory scheme devised to permit a freer exchange of goods and services between Argentina and the rest of the world without relinquishing
Argentina's power to control economic matters. Given Argentina's
limited human resources and market size, this scheme appears to be the
only viable solution to Argentina's relative lag in economic develop457.
458.
459.
460.
461.
462.
463.
464.
465.

See Law 21.617, art. 24 (Argen. 1977).
Id. art. 8(d), 24.
Id. arts. 13, 24.
Law 21.617, art. 26 (Argen. 1977).
Id. art. 31.
Id. art. 30.
Id.
See text accompanying note 462, supra.
See text section II(A)(3), supra.
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ment in the past few decades. It should, nevertheless, be remembered
that the 1977 law is a very flexible statute which, in conjunction with a
strict exchange control policy and a conservative authority, could lead
to results significantly different than those intended by the drafters of
the statute. Hence, the burden of obtaining the goal of a current and
profitable inflow of technology, while preventing the abuses which
have occurred in the past in this area, will fall predominantly upon the
authority.
Will the other Latin American countries follow suit and enact new
transfer of technology legislation along the less restrictive lines of the
new Argentine statute? At this point in time an answer would be pure
speculation. Clearly, the relative success or failure of the Argentine
economy vis-a-vis that of other countries which stringently regulate the
negotiation of license and transfer of technology agreements will determine the answer to this question.

